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Abstract 
Project financing has been implemented globally in infrastructure financing for at least 
half a century. However in Indonesia, the concept of project financing in infrastructure 
projects is still developing. As the adoption of project financing in Indonesia is gaining 
momentum, there is a concurrent need for innovation in project financing schemes in 
order to accelerate infrastructure development. One area of recent innovation is the use 
of Islamic finance or shariah-compliant financing. Research to date on Islamic project 
financing in infrastructure has been conducted predominantly in Islamic countries and 
developed countries and the research shows that it has many benefits. This research 
focuses on Indonesia which is a non-Islamic developing country. It is reasonable to 
expect that Islamic project financing may also be a suitable option of the financing 
alternatives in Indonesian infrastructure development.  
 
This research aims to identify the conditions necessary for the implementation of Islamic 
project financing in Indonesian infrastructure projects. In order to achieve this aim, the 
following research questions are raised: 
• First, what are the current practices of Islamic financing implementation in 
Indonesian infrastructure projects? 
• Second, what understanding do Indonesian infrastructure project stakeholders 
have of Islamic project financing? 
• Third, what are the possible barriers that can hinder the implementation of 
Islamic project financing in Indonesian infrastructure projects? 
 
A case study of four infrastructure projects in Indonesia that have utilised an Islamic 
financing mechanism is conducted in order to answer the first research question. 
Personnel involved with the projects are interviewed and evidential data from 
archival records and official documents are collected. A Delphi study is conducted in 
order to answer the second and third research questions. In this method, interviews 
and questionnaires are used to gather the views and opinions of an expert panel. 
 
iv  
The results of the case study and Delphi study reveal insights into the areas under 
investigation, namely, the current practices in Islamic financing implementation in 
Indonesian infrastructure projects, the level of understanding of Islamic project financing 
among infrastructure project stakeholders, and barriers that could influence the 
implementation of Islamic project financing in Indonesian infrastructure projects.   
 
This research helps to reduce the gap in knowledge on Islamic project financing in the 
context of a developing country’s infrastructure. It offers a practical contribution to 
infrastructure business stakeholders who may consider the option of Islamic project 
financing. Reforms through which the Government of Indonesia could more directly 
support the implementation of Islamic financing in infrastructure projects are also 
identified. Future research directions that could further supplement the knowledge in this 
field are recommended. By addressing the gap in knowledge and proposing a conceptual 
model, it is expected that the results of the study will facilitate greater access to Islamic 
finance resources for infrastructure project financing in Indonesia. 
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CHAPTER 1: INTRODUCTION 
1.1. Research Background 
Infrastructure projects are long term and require huge capital. Before a public 
infrastructure project proceeds, the project must be shown to be economically feasible. 
Infrastructure projects that are not financially feasible are often initiated by governments. 
However, although the provision of infrastructure is seen as the responsibility of 
government and is usually reliant on the government budget, it can be more beneficial to 
create infrastructure projects as investments. This means that the infrastructure must be 
financially and economically feasible. Governments must therefore consider which 
infrastructure projects are financially feasible and can be offered as infrastructure 
investments. 
Some sectors in infrastructure, such as roads, highways, ports, airports, energy 
distribution and telecommunication projects, are profitable (Del Bo & Florio, 2010). 
Health infrastructure can also be profitable. For example, investors in health 
infrastructure projects in the UK have received reasonable returns from their investment 
(Vecchi, Hellowell & Gatti, 2013). It is therefore beneficial if the scope of infrastructure 
development is not only focused on constructing the infrastructure but also on expanding 
to infrastructure investments.    
The phases of the infrastructure project life cycle are planning, design, 
construction, operations and maintenance, followed by demolition or refurbishment. 
Every phase requires financing. However, the construction phase demands the most 
finance in order to deliver the infrastructure. Meanwhile, the operations and maintenance 
phase may generate income and this can lead to a return on the capital spent during the 
planning, design and construction phases. If the private sector is involved in the 
infrastructure investment, more capital is generated. This can reduce the pressure on a 
government’s budget and allow these funds to be reallocated to non-financially feasible 
projects.     
As an investment, project financing is preferable to corporate financing (the 
government is considered as a corporation in this type of financing). The nature of 
project financing is: (1) to create a special vehicle with the purpose of focusing on only 
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one project; and (2) to separate the financial accounting, which will therefore not affect 
other sectors of the government budget and expenditure. Equity and debt are commonly 
formed in a project financing structure. However, debt financing is typically cheaper 
than equity financing (Tan, 2007). This is why project financing is more attractive than 
corporate financing. Additionally, from the perspective of the project’s owner, the 
lenders only have limited or non-recourse access, which is to the project asset and the 
project cash flow.  
Project financing is not a new technique of financing. The use of project financing 
has evolved from financing natural resources infrastructure projects to public 
infrastructure projects (Finnerty, 2007). In Indonesia, the concept of project financing for 
the provision of public infrastructure is still developing. As the adoption of project 
financing is gaining momentum, there is a concurrent need for innovation in project 
financing schemes in order to accelerate the provision of infrastructure assets. One area 
of recent innovation is the implementation of financing that is compliant with Islamic 
religious principles. This type of financing is referred to as Islamic financing or shariah-
compliant financing. Islamic project financing can be expected to be one of the financing 
alternatives in Indonesian infrastructure development. 
Although Indonesia is not an Islamic nation state, the total Muslim population in 
Indonesia is the largest in the world. It is not surprising that Indonesia would implement 
shariah-compliant principles for financing its infrastructure development. To facilitate 
this, there is a need for a framework to guide the adoption of Islamic project financing 
schemes for infrastructure provision in Indonesia. 
Infrastructure plays an important role in supporting a nation’s economic growth 
and competitiveness. Accelerating the provision of infrastructure has become one of the 
main priorities in Indonesia’s national development In order to fulfil infrastructure needs, 
a huge amount of funding would be required and the government cannot rely solely on 
the national budget. The Indonesian National Development Planning Agency 
(BAPPENAS), the planning body for infrastructure development in central government, 
reported that the Government of Indonesia (GOI) allocated government funds to cover 
approximately 54% of the cost of infrastructure development in 2010-2014. Therefore, 
the other 46% must be funded from other sources such as the private sector (Investor 
Daily, 2010). In the 2011-2025 master plans, the GOI set out its expectation that state-
owned enterprises, the private sector and public private partnerships (PPP) would be 
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involved in the provision of infrastructures (Coordinating Ministry of Economic Affairs, 
2011).  
At the time of writing, Indonesia is rated as an investment grade country. In 2013, 
Moody’s assigned the definitive Baa3 rating to Indonesia's global bond (Moody's 
Investors Service, 2013a). In regard to Islamic finance, Moody’s assigned the definitive 
Baa3 rating to Indonesia’s sovereign Islamic investment certificates or bonds (sukuk) 
(Moody's Investors Service, 2013b) and Fitch rated Indonesia’s proposed sukuk a BBB-
rating (Reuters, 2013). This can be interpreted to mean that investment conditions for 
Islamic financing in Indonesia are improving. Currently, Indonesia’s economic growth is 
increasing and it is predicted that Indonesia will become a significant economic power in 
the region (Coordinating Ministry of Economic Affairs, 2011).      
A number of regulations and policies on Islamic financing and infrastructure 
investment have been enacted in Indonesia and therefore it is a good opportunity to 
expand the use of Islamic project financing. The recent changes in legislation have 
opened the floodgate for the use of project financing in infrastructure provision in almost 
all public infrastructure sectors such as transportation, energy, water and 
telecommunication. The model itself has evolved as a result of private finance initiatives 
(PFI) and public private partnerships.  
To enable this, several laws and regulations related to private sector participation 
in infrastructure provision have been enacted after a thorough reform. For example, the 
Presidential Regulation No. 13 of 2010, superseding the Presidential Regulation No. 67 
of 2005, is concerned with public private partnerships in infrastructure provision. These 
updated legislations cover the partnerships between the GOI and the private sector to 
deliver infrastructure projects such as toll roads, railways, sea and air transportations, 
power generation or energy projects, water resources and telecommunications.  
Many researchers have examined the ways in which a nation can enhance the 
provision of infrastructure in various sectors through private sector participation (Corria 
da Silva, Estache & Järvelä, 2006; Iyer & Balamurugan, 2006; Ngowi, Pienaar, 
Akindele & Iwisi, 2006; O'Neill, 2010), public sector participation (Caspary, 2009; 
Gokan, 2008; Gorman, 2008) and increase infrastructure investment through capital 
investment (Arboleda & Abraham, 2006; Luiz, 2010; Musso, Ferrari & Benacchio, 
2006), optimal pricing and investment programming (Bonnafous, 2010). Specifically, 
many researchers have explored PPP schemes in terms of the type of infrastructure 
projects (Cheung, Chan & Kajewski, 2010; Jefferies & McGeorge, 2009), the type of 
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procurement arrangement (Grimsey & Lewis, 2007; Joha & Janssen, 2010), project 
innovation (Tawiah & Russell, 2008), the financing system (Ball, 2011; Devapriya, 
2006; Lindau, Senna, Strambi & Martins, 2008; Singh & Kalidindi, 2009) and risk 
management (Daube, Vollrath & Alfen, 2008; Gatti, Senati, Rigamonti & Saita, 2007; 
Sachs, Tiong & Wang, 2007; Voelker, Permana, Sachs & Tiong, 2008; Zou, Wang & 
Fang, 2008).  
Increasingly, many researchers are exploring the use of Islamic financing. 
However, most of the research is fundamentally related to the banking sector. 
Specifically, the research to date has focused on shariah principles (Archer, Karim & 
Sundararajan, 2010; Chong & Liu, 2009; Ismail & Tohirin, 2010; Rosly, 2010), shariah 
investment (Al-Salem, 2009; Lewis, 2010; Maurer, 2010; Rahim & Yong, 2010; Yusof 
& Majid, 2008), shariah instruments (Akhtar, 2010; Alexakis & Tsikouras, 2009; 
Hassan, Mohamad & Bader, 2009; Hutapea & Kasri, 2010; Ismal, 2010a; Shakespeare 
& Harahap, 2009), bankers’ and clients’ performance (Al-Ajmi, Hussain & Al-Saleh, 
2009; Baba & Amin, 2009), risk management (Hassan, 2009; Siddiqui, 2008), laws and 
regulations (Ahmad & Hassan, 2009; Alexakis & Tsikouras, 2009), sukuk (Kordvani, 
2009; Maurer, 2010; Wilson, 2008), and shariah boards (Bassens, Derudder & Witlox, 
2011).  
Several researchers have examined Islamic project financing in the provision of 
housing and energy projects (Alexander, 2011; Amin, 2008; Ebrahim, 2009; Gavin, 
2010; McMillen, 2001). However, research related to Islamic project financing in 
infrastructure (Alexander, 2011; Camacho, 2005; Ebrahim, 1999; Esty, 1999; Hassan & 
Soumaré, 2006; Khan, 1997; McMillen, 2001; McMillen, 2007; Wilson, 1998) is mostly 
descriptive in nature and remains limited. Most of Islamic project financing research is 
related to Islamic banking or the shariah-compliance of Islamic financing transactions. 
1.2. Research Rationale 
To tap into the resource of Islamic financing in order to accelerate the growth of 
Indonesian infrastructure, there is a need to examine Islamic finance principles and 
institutions and identify the ways in which Islamic financing can be used to support 
infrastructure financing. Islamic project financing in infrastructure has predominantly 
been researched in Islamic countries and developed countries. This research focuses on 
Indonesia which is a non-Islamic developing country. By identifying the conditions 
necessary for Islamic project financing implementation, the study aims to enrich the 
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literature and provide a recommendation for future research in Islamic project financing 
for infrastructure development. 
From the practitioner perspective, the availability of a guideline can attract more 
investors to spend the capital in infrastructure sectors through the use of Islamic 
schemes. It can also open the door to idle funds from Islamic sources, to increase the rate 
of infrastructure development. It is predicted that if an Islamic project financing 
framework is made available, it will allow greater access to Islamic finance resources for 
Islamic project financing. 
1.3. Research Aim and Objectives 
The aim of this research is to identify the conditions necessary for the implementation of 
Islamic project financing in Indonesian infrastructure projects. In order to achieve the 
aim, three research questions are raised:  
(1) What are the current practices of Islamic financing implementation in 
Indonesian infrastructure projects? 
(2) What understanding do Indonesian infrastructure project stakeholders have of 
Islamic project financing? 
(3) What are the possible barriers that can hinder the implementation of Islamic 
project financing in Indonesian infrastructure projects? 
1.4. Research Scope 
There are some factors that are not covered in this research due to the need to maintain 
research focus and consider time and cost limitations. This study covers public 
infrastructure projects such as transportation projects and power generation projects. A 
macro investigation of Islamic project financing structures is conducted in this research. 
However, derivative transactions such as hedging and swaps, which are also part of 
project financing, are not covered. Moreover, project risk management is not deeply 
investigated. In addition the details of financial modelling in Islamic project financing 
(detailed cash flow evaluations) are excluded in this research.    
1.5. Thesis Outline 
To achieve the research aim, the thesis begins with an overview of Islamic project 
financing for infrastructure projects which is presented in Chapter 2. This chapter starts 
with a discussion of financing infrastructure projects in general and in Indonesia in 
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particular. This is followed by a description of Islamic financing schemes in general and 
a discussion of Islamic project financing in infrastructure projects. A proposed model of 
Islamic project financing implementation in Indonesian infrastructure development is 
also presented.   
Chapter 3 sets out a research design that guides the selection of the most 
appropriate methods to meet the following three objectives: 
• To investigate the current practices of Islamic financing implementation in 
Indonesian infrastructure projects; 
• To investigate the understanding of Islamic project financing among 
Indonesian infrastructure project stakeholders; 
• To investigate the barriers that can hinder the implementation of Islamic 
project financing in Indonesian infrastructure projects. 
The method selected for the first objective is a case study. Mini hydropower plant 
projects and a port development project are used as cases in order to assess the current 
practices of Islamic finance implementation in Indonesian infrastructure projects. This 
provides answers to the first research question. Chapter 4 provides details of the case 
study projects and presents the results. 
The method selected for the second and third objectives is the Delphi method. This 
provides answers to the second and third research questions. The Delphi method process 
and the results are described in detail in Chapter 5. 
Chapter 6 discusses the research findings on the implementation of Islamic project 
financing in Indonesian infrastructure projects. This leads to the conclusions of this 
research which are presented in Chapter 7, along with recommendations for future 
research. 
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CHAPTER 2: AN OVERVIEW OF ISLAMIC 
PROJECT FINANCING IN 
INFRASTRUCTURE 
PROJECTS 
2.1. Introduction 
This chapter provides an overview of the current literature on infrastructure project 
financing and Islamic financing. Section 2.2 presents an overview of the literature on 
infrastructure project financing. Section 2.3 discusses shariah-compliant financing. 
Section 2.4 presents an overview of research on Islamic project financing in 
infrastructure. Through comparative analysis, Western project financing and Islamic 
project financing schemes are compared. The proposed model of Islamic project 
financing implementation in Indonesian infrastructure development is also presented. 
2.2. Infrastructure Financing 
Many definitions of infrastructure have arisen and therefore it is important to define 
infrastructure at the beginning of this research. Torrisi (2009, p. 104) defined public 
infrastructure based on its attributes and functions: 
Infrastructure is a capital good (provided in large units) in the meaning that it is 
originated by investment expenditure and is characterised by long duration, 
technical indivisibility and a high capital-output ratio; infrastructure is also a 
public (sometimes a merit) good, not necessarily in the sense that it is owned by 
the public sector, rather in the proper economic sense that it fulfils the criteria of 
being not excludable and not rival in consumption, for which economic agents 
show real (in the case of merit goods) or opportunistic (in the case of public 
goods) “wrong” (down-biased) preferences.      
Grigg (2010) defined infrastructure as a composite sector that consists of construction, 
transportation, energy and water, and described it as large and complex. Infrastructure 
should also be analysed based on the purposes of investors, public sector managers and 
policy makers. More recently, public infrastructure is referred to as combined facilities 
that provide essential public services such as transportation, energy, communication, 
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water supply, solid waste disposal, recreational facilities and housing. It also includes 
both public agencies and private enterprises as infrastructure providers (Waheed, 
Hudson & Ralph, 2013). 
In Indonesia, infrastructure is not defined by the use of certain terminology. The 
GOI describes infrastructure as a structure which supports economic activities, expands 
economic development, accelerates economic growth, and connects cities (major cities 
and main industrial clusters) in the Indonesian infrastructure master plan (Coordinating 
Ministry of Economic Affairs, 2011). The clusters of infrastructure include roads, 
seaports, airports, railways, power and energy, water utilities, and information and 
communication technology (ICT). 
Transportation, telecommunication, energy and water infrastructures are the basic 
physical infrastructures that are needed for society’s activities. In order to support 
industrial economic functions, infrastructure networks should be integrated and 
connected (Graham & Marvin, 2001). The existence of infrastructure is vital for a 
country because it leads to sustainable economic growth (Gupta & Sravat, 1998; Iyer & 
Balamurugan, 2006), and also spreads the benefits of growth which makes the 
development process more comprehensive. Infrastructure projects deliver high economic 
and social returns, and thus can improve people’s welfare. Inadequate and poor quality 
infrastructures not only hold back economic activity but also drastically reduce the 
quality of life (United Nations ESCAP, 2006). If the provision is not adequate, it may 
not only hamper country investment (Luiz, 2010), but also lead to social collapse 
(Scientific Council for Government Policy, 2008). 
Public infrastructure has unique characteristics. It is naturally monopolistic and is a 
non-tradable asset. It also precludes competition with high increasing returns and high 
fixed cost (Ngowi, Pienaar, Akindele & Iwisi, 2006). It requires massive upfront 
investment with high operating margins. The risk level of an infrastructure project is also 
high (Chen, 2002). The project phases, starting from conceptualisation and design to 
construction and then operation, are usually managed by the public sector. The service 
delivery process of infrastructure is complex, since it has a cross-sector dimension 
(United Nations ESCAP, 2006).  
Although public infrastructure provision is a government responsibility (Patel & 
Bhattacharya, 2010), it requires huge funds and cannot rely only on national budgets. 
The massive demand of infrastructure should be supplemented with the capital that can 
be provided by the private sector (Chen, 2002). The problem experienced in 
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infrastructure development is not only limited to financial resources but also the capacity 
to efficiently deliver massive projects in a complex stakeholder environment (Luiz, 
2010; Tawiah & Russell, 2008). However, the infrastructure provision literature has a 
limited focus on financial matters. In order to deliver infrastructure efficiently, a funding 
scheme which is solid, adequate and innovative is needed.  
In Indonesia, the responsibility for public infrastructure provision is distributed 
based on the particular sector of infrastructure (e.g., roads, seaports, airports, railways, 
electricity, water or ICT) and the level of infrastructure utilisation (e.g., national, 
provincial, regency, city or village). National public infrastructure is provided by a 
ministry and local public infrastructure is provided by a local government. For example, 
in the roads sector, national roads and toll roads are handled by the Ministry of Public 
Works (MPW), while provincial roads, regency roads, city roads and village roads are 
handled by a public works agency under a provincial government. Currently, the 
provision of road infrastructures is regulated by Law No. 38 of 2004. Except toll roads, 
all road infrastructures are constructed by using government budget and expenditure. 
Toll roads are provided based on investment schemes that allow private sector 
involvement for a certain period or concession. According to the law, the provision of 
toll roads is authorised by the MPW and the MPW assigns the role of managing the 
provision and execution of toll roads to the Indonesia Toll Road Authority (BPJT).             
The provision of seaports, airports and railways is borne by the Ministry of 
Transportation (MOT). The Directorate General of Sea Transportation (DGST) under 
the MOT is responsible for seaport management. It is regulated by Law No. 17 of 2008 
on shipping laws. According to the law, the other stakeholders involved in commercial 
port management include seaport authorities and seaport enterprises. Seaport authorities 
are established based on the location of the ports and are responsible to the MOT. One of 
the roles of a seaport authority is to establish a concession to a seaport enterprise. 
Seaport enterprises act as operators which operate the port terminal and other port 
facilities. Revenue from an established concession is considered as government income.  
The Directorate General of Air Transportation under the MOT is responsible for 
managing airports. Law No. 1 of 2009 regulates the management of airports. However, 
the law does not explicitly refer to cooperation or concessions between the GOI and 
enterprises. Therefore, investment schemes in the airport sector are not explicitly 
regulated. 
CHAPTER 2: AN OVERVIEW OF ISLAMIC PROJECT FINANCING IN INFRASTRUCTURE PROJECTS 
10  
Railway infrastructure development and management are controlled by the 
Directorate General of Railways under the MOT. Law No. 23 of 2007 explicitly 
regulates the railway development and management by railway enterprises. In the 
railway sector, the management of railway infrastructure, such as construction, operation 
and maintenance, can be handled by enterprises which have been endorsed by the GOI. 
Therefore, investment schemes in the railway sector have been enacted. 
In the electricity sector, the implementation of electricity business investment is 
regulated by Law No. 30 of 2009. The Ministry of Energy and Mineral Resources 
(MEMR) is in charge of the electricity provision. Based on the law, the electricity 
business supply is divided into four categories, namely, electricity generation (power 
plant), electricity transmission, electricity distribution, and electricity retailer. Before the 
current electricity law was enacted, PT Perusahaan Listrik Negara (PLN), the state-
owned electricity enterprise, was authorised to supply electricity for the public interest. 
Following the enactment of Law No. 30 of 2009, private sector enterprises, unions and 
communities can be involved in the electricity business supply. However, PLN is given 
the first priority for electricity supply for the public interest.        
Infrastructure investment has flowed steadily into Indonesia infrastructure 
development. Before the financial crisis in the 1990s, Indonesia was one of East Asia’s 
private infrastructure success stories. The majority of investments were concentrated in 
the energy and telecom sectors, followed by transport, water and sanitation. However, 
the financial crisis resulted in a huge plunge in the investment flow. Nevertheless, 
experts believe that Indonesia’s rich natural resources will continue to attract investment 
in infrastructure (Osius & Carlson, 2004). 
In order to attract more investment in infrastructure development, a number of 
challenges need to be addressed. According to Moccero (2008) and Osius and Carlson 
(2004), governance and the regulatory framework are the major challenges in Indonesian 
infrastructure provision. Poor governance and an inadequate legal system and 
institutional framework will keep investors away and undermine service provision. The 
lack of clear policy can mean the investment program is not integrated with 
infrastructure needs. Delivery bodies are not appropriately empowered, leading to ad hoc 
and uncoordinated approaches to procurement that may lead private players to “cherry 
pick” the most favourable terms (Estache, 2004). Strengthening the regulatory 
framework will remove obstacles in private sector involvement in the infrastructure 
sector.  
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Although infrastructure is vital, its provision is hindered by the lack of budget and 
by program delays (Tawiah & Russell, 2008). Infrastructure development requires huge 
funds. Therefore, it is impossible to rely solely on the government’s budget, especially 
when the budget is insufficient to cover the entire infrastructure needs. A solid funding 
scheme is required in order to deliver infrastructure efficiently and in a short time such as 
the execution of project financing. Along with project financing, private involvement is 
required to finance infrastructure. Infrastructure sectors as natural monopolies and non-
tradable services should involve the stakeholders in order to draw the direct participation 
of potential investors (Ngowi, Pienaar, Akindele & Iwisi, 2006). As a result, the private 
investments may reduce government loans and increase investment in public 
infrastructure (Dixon, Pottinger & Jordan, 2005). 
Infrastructure financing can be done by several methods. The first is the allocation 
through government funding, which is obtained from general taxation. As the 
government budget cannot fulfil all the infrastructure funding needs, other funding 
sources such as foreign loans (either bilateral loans or multilateral loans) or outright 
grants are utilised (Rioja, 2003). In most developing countries, infrastructure demands 
cannot be fulfilled by only relying on the government budget and foreign loans (Ngowi, 
Pienaar, Akindele & Iwisi, 2006). In addition, a government should not rely on foreign 
loans as it will increase its debt dramatically.  
The other approach is to use the principles of project financing, where the 
infrastructure development project itself will seek the funding. Infrastructure financing 
involves the combination of project promoters, lenders, multilateral agencies and export 
credit agencies. The funding includes loans, bond issuances and equipment leasing. The 
infrastructure can be delivered as a shared service, PPP or outsourcing in accordance 
with the allocation of the main responsibility: in a shared service, the public sector takes 
the main responsibility; in a PPP, the public and private sector take the responsibility; 
and in outsourcing, the private sector takes the responsibility (Joha & Janssen, 2010). A 
project could be financed by public sector debt using public sector procurement instead 
of a PPP (Yescombe, 2007). In India, private sector participation (PSP) has also emerged 
as one of the solutions to reduce the gap on budgetary constraints (Iyer & Balamurugan, 
2006). In Spain, the PFI model is used to finance new infrastructure and reduce the 
pressure on the government budget (Benito, Montesinos & Bastida, 2008).   
Project financing is structured financing that requires a special purpose vehicle 
(SPV) or special purpose company (SPC) to run the project as well as sponsors to 
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contribute equity and debt. It is usually implemented in a greenfield project which tends 
to be a non-recourse or limited recourse asset. As illustrated in Figure 2.1, an SPV can 
consist of sponsors, equity investors, off-take purchasers, bondholders, lenders, 
government, constructors, suppliers and operators. All the stakeholders are managed 
through contracts and arrangements. The project cash flow is the primary source of 
reimbursement of the loan and the asset acts as the collateral (Gatti, 2008). Some major 
project financing involves long-term debt financing; therefore, the payback depends on a 
detailed evaluation of the cash flow (Yescombe, 2007). It also needs contractual and 
financial arrangements to be agreed upon among the sponsors. The project can be a 
stand-alone project or in bundles (Merna, Chu & Al-Thani, 2010).  
 
 
Figure 2.1: Project financing scheme and stakeholders 
 
The use of private participation in infrastructure (PPI) projects can potentially 
improve efficiency in infrastructure project transactions (Annez, 2006). The PPI project 
is also associated with the achievement of societal benefits as it may improve 
infrastructure efficiency (Gorman, 2008). However, it takes a long time to perceive the 
benefits and measure the success. Although infrastructure projects include some 
uncertainties in the analysis of cash flow, such as evaluating the expected revenues, costs 
and external economic conditions, these problems can be solved by using real option 
analysis to estimate an accurate value (Arboleda & Abraham, 2006).  
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Research has shown that the success of project financing implementation in 
infrastructure provision can be influenced by several factors. Infrastructure investment is 
a complex and multifaceted aspect of national economies. The benefits of infrastructure 
can be maximised by formulating the response of the private sector in infrastructure 
policy. Policy makers should avoid the wasteful duplication of infrastructure facilities, 
but should enhance complementarities and synergisms between public and private 
infrastructure providers. In some developing countries, although governments are 
welcoming private participation in infrastructure provision, there are some infrastructure 
sectors which are protected monopolies (Anas, Lee & Murray, 1996; Gupta & Sravat, 
1998). Therefore, investment policy clarity is one of the success factors in infrastructure 
financing provision.  
The other factor in infrastructure project financing is the credibility and financial 
viability of the infrastructure agency. The agency can fund and coordinate technical 
assistance for infrastructure projects. It can also perform a role as the municipal finance 
intermediaries’ institution in order to avoid excessive borrowing (Chandavarkar, 1994; 
Gupta & Sravat, 1998). The next factor is transparency and competitive bidding. 
Competitive bidding is not only a key success factor, but is also necessary in order to 
achieve value for money especially for infrastructure projects in a developing country. 
Competitive bidding should be effective; therefore, the project will be effectively 
executed (Cheung, Chan & Kajewski, 2009; Gupta & Sravat, 1998).  
The existence of a good credit enhancement mechanism is another factor that 
influences infrastructure project financing. The need for credit enhancement emerged to 
help SPVs meet their payment obligations. For example, in power projects, the credit 
enhancement essentially guarantees either the purchase of power or debt repayment. 
Restructuring and improvement in the fiscal environment, sustainable capital markets, 
efficient and effective bureaucratic processes and legally enforceable and fair contracts 
can also affect the successful implementation of infrastructure project financing (Gupta 
& Sravat, 1998).  
The common risks associated with infrastructure projects are categorised as 
technical risks, construction risks, operating risks, revenue risks, financial risks, force 
majeure risks, regulatory/political risks, environmental risks and project default 
(Grimsey & Lewis, 2002). Zou et al. (2008) also added legal risks, economic risks, 
social and public acceptance risks, technology risks, health risks, safety risks and 
management risks. Other risks had been identified more specifically for power 
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generation projects in developing countries (Gupta & Sravat, 1998), such as foreign 
exchange risk and risk of non-payment by the purchaser.   
Government is responsible for allocating the risk to the best party in order to 
control and bear it (Benito, Montesinos & Bastida, 2008). In addition, better quality 
regulation can increase private investment financial returns in infrastructure projects 
(Sirtaine, Pinglo, Guasch & Foster, 2005). For large infrastructure projects, government 
may improve sustainability in the financial performance gap (Caspary, 2009).   
In order to support economic growth and to bridge the infrastructure investment 
gap, the GOI began to increase private sector participation in infrastructure projects in 
the form of PPP. The PPP program includes a wide range of infrastructure sectors such 
as transportation (airports, ports, railways, roads and bridges), water supply, solid waste 
and sanitation, and power. 
The legal and regulatory framework governing Indonesian infrastructure projects 
has recently been enhanced. Several regulations have already been reformed in order to 
accommodate private sector involvement in infrastructure provision; for example, the 
laws on toll roads, traffic and road transportation, sea transportation, railways, airports, 
electricity, waste management and water resources. Several institutions have also been 
established to support infrastructure financing, including: PT Sarana Multi Infrastructure 
(SMI) as a state-owned company to finance small and medium projects; PT 
Infrastructure Indonesia Finance (IIF) which focuses on larger infrastructure projects; 
and PT Penjaminan Infrastruktur Indonesia or Indonesia Infrastructure Guarantee Fund 
(IIGF) to administer infrastructure guarantees for PPP projects.   
The PPP scheme is based on the project financing concept. The GOI established 
government contracting agencies (GCA) for specific infrastructure sectors. The GCA 
can be the ministry, government institution, provincial or regency or city government. 
Examples of GCA in Indonesian PPP projects are the Indonesia Toll Road Authority 
under the MPW for the toll road sector and the Supporting Body for Water Supply 
System Development (BPPSPAM) under the MPW for water supply sector. The 
contracting agencies then invite investors, in the form of an SPV, to express their interest 
in participation through the bidding process. Once granted, an SPV will develop the 
particular infrastructure asset and generate its revenue from the asset operation for a 
certain period as stated in the concession contract. At the end of the concession contract, 
the SPV will return the asset to the GOI.  
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In 2005, the GOI embarked on a comprehensive program of infrastructure reforms 
and issued an Infrastructure Policy Package. In the same year, the GOI also established 
the Indonesian Policy Committee for Accelerating the Provision of Infrastructure 
(KKPPI) through President Regulation No. 42 of 2005. It is an inter-ministerial 
committee chaired by the Minister of the Coordinating Ministry of Economic Affairs 
(CMEA) which is responsible for endorsing requests for government guarantees as a 
basis for the Ministry of Finance (MOF) consideration and approval. 
To attract private sector participation in infrastructure provision, the GOI issued 
Presidential Regulation No. 67 of 2005 (amended by Presidential Regulation No. 13 of 
2010 and Presidential Regulation No. 56 of 2011) on the cooperation between the 
government and business entities in infrastructure provision. Institutional issues are an 
important aspect in developing an effective PPP framework. To address institutional 
issues, the public private partnership central unit (P3CU) was established. Currently 
managed by the Directorate for PPP Development in Indonesian National Development 
Planning Agency (BAPPENAS), the P3CU has several functions including: supporting 
KKPPI for policy formulation and government guarantee assessment, preparing the 
Government’s PPP book, supporting government contracting agencies in project 
preparation, and developing the capacity for PPP implementation within government 
agencies. The key stakeholders that participate in a PPP infrastructure project in 
Indonesia and the relationships among them are shown in Figure 2.2.  
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Figure 2.2: Indonesian PPP scheme 
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Economic Affairs, 2010). The government support is analysed based on the minimum 
support required for financial viability and bankability under the selected form of 
cooperation. 
2.3. Shariah-Compliant Financing 
Although the GOI has recently reformed the regulatory and institutional framework, the 
progress of infrastructure project financing through the PPP scheme is inadequate. Only 
3 of the 100 infrastructure projects that were offered in 2010 were being started at the 
time of the present study. Financing is one of the factors raised in this study, because 
there is another opportunity to raise idle funds such as from Islamic sources. Therefore, 
there is a need to identify another scheme of infrastructure financing in order to fill the 
gap. Islamic financing is becoming one of the alternatives for financing infrastructure 
projects. This section discusses the ways in which shariah-compliant financing can be 
incorporated in infrastructure project financing. 
Islamic financing is an evolving form of financing in Islamic economics. For 
Muslims, the Islamic financial concept is related to the accomplishment of religious 
obligations (Khan, 1997). Islam provides the guidance for every aspect of life, which 
also includes socio-economic activities (Usmani, 2002).  
Islamic financing is a form of finance that forbids some transactions relating to the 
receipt of interest or usury (riba), uncertainty (gharar), gambling (maysir) and some 
certain transactions such as trading in pork and alcohol (Alexander, 2011; Ebrahim, 
2009; Esty, 2000; Lewis, 2010; Usmani, 2002; Wilson, 1998). According to the shariah 
concept, the business stream should also be economically efficient and generate fair and 
genuine profit (Ahmed, 2010; Ebrahim, 1999). Transactions which include interest, 
gambling and speculation are inclined to converge wealth only to a few people and will 
negatively affect the economic balance, distributive justice and equal opportunities 
(Usmani, 2002). Therefore, those kinds of transactions are prohibited. 
The concept of riba should be carefully recognised. There are two types of riba: 
the first is riba nasi’ah, which is proscribed because of the purpose of a transaction; and 
the second is riba fadhl, which is forbidden because of the process and procedure (Al-
Jauziyah, 1996). Riba nasi’ah can be defined as a real risk-free return from an 
investment or, in other words, it can be seen as an interest-based debt agreement because 
it exchanges money for more money. Examples of riba fadhl are any form of unfair deal 
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or market deception or activities involving a market participant who trades under 
coercion (Ebrahim, 1999). 
The prohibition of gharar is more difficult to justify because a contract under 
shariah-compliant financing should clearly specify the existence, price, quantity or 
characteristics of the items. However, every contract contains uncertainty, and 
determining whether the contract is acceptable or not depends on the shariah supervisory 
board’s decision. Another problem related to gharar is the interpretation of derivative 
contracts, such as swaps and options, Western-style security interests and insurance. 
Although there are forms of Islamic collateral security or insurance structures, the ability 
to use these forms to evade risk is still limited in shariah-compliant project financing 
(Alexander, 2011; Camacho, 2005). The financial derivative contract not only poses 
problems with gharar, but also intersects with maysir, because it can be observed as a 
form of gambling (Camacho, 2005).   
Islamic financing is an asset-based financing or asset-backed system; therefore, the 
financing is always created and based on real, illiquid assets and inventories (Alexakis & 
Tsikouras, 2009; Alexander, 2011; Usmani, 2002) and the system must also uphold 
ethical values in every transaction (Khan & Bhatti, 2008). In Islam, money does not have 
intrinsic utility and is only a medium of exchange and therefore money is not recognised 
as a subject matter of trade (Usmani, 2002). The value of money is always equal through 
the time. If someone lends money, then the person is obliged to return the same amount 
of money lent. In Islam, this circumstance is named qard.   
The use of Islamic financing nowadays is not only for daily life, such as banking, 
but also for investment. In some countries, the Islamic banking system is now offering 
products such as insurance, mortgages, investment instruments and large-scale project 
financing (Amin, 2008). Therefore, Islamic project financing can be considered as 
project funding which is in accordance with shariah principles. 
The Islamic system forbids debt through direct lending and borrowing, but it 
allows debt through selling or leasing real assets within a shariah scheme of finance. The 
fundamental principles in Islamic financing are the concept of sharing profit, loss and 
risk, no unfair gain, no speculation, no uncertainty, no hoarding money, no deception, 
and the activities should increase social and economic welfare (Ahmed, 2010; 
Alexander, 2011; Khan & Bhatti, 2008; Merna, Chu & Al-Thani, 2010). The principle of 
profit, loss and risk sharing requires a high level of disclosure and transparency. All 
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transactions must be legitimate with the full purpose of taking and giving. No debt can 
be traded; thus, no risk can be transferred (Ahmed, 2010).  
In order to control the implementation of Islamic investment, supervisory boards 
are established to examine every investment activity (Merna, Chu & Al-Thani, 2010). 
The board will declare a statement, a fatwa, based on decisions made through the ijtihad 
(consensus) process. Ijtihad, which is the independent or original interpretation of 
problems not precisely covered by the Quran or Sunnah, is necessary in any form of 
decision made in financial affairs (Ebrahim, 1999). In Indonesia, the supervisory board is 
the National Shariah Board. The board was established under the Indonesian Shariah 
Scholars Board (MUI). The members of the board include shariah scholars, practitioners 
and experts.  
There are several types of Islamic financial instruments that might be suitable for 
infrastructure investment. These instruments can be grouped as equity-based financing, 
debt-based financing and service-based financing (Antonio, 1999; Ismal, 2010b). In 
terms of contract characteristics, Islamic financial instruments can be divided into profit-
loss sharing (PLS) contract-based and debt contract-based (Kettell, 2011).  
There are two instruments of Islamic financing in the equity-based category. 
Mudaraba and musharaka are considered as equity-based instruments. Both instruments 
are based on PLS contracts.   
Mudaraba is the cooperation between two parties in which the first party provides 
100% equity to the second party who will act as the executor. The profit will be shared 
by both parties based on the percentage of actual profit as previously arranged in an 
agreement. In mudaraba, the second party is not liable for loss unless the loss occurs due 
to the mismanagement or negligence of the second party. Therefore, mudaraba is also 
called trusty financing (Ismail & Tohirin, 2010). In Indonesia, mudaraba financing was 
legalised by the National Shariah Board through fatwa No. 07/DSN-MUI/IV/2000.     
Musharaka, also known as a partnership or joint venture (Siddiqui, 2008), is the 
cooperation among two or more parties in which every party shares equity in an 
agreement. Profit will be shared based on the percentage of actual profit sharing as stated 
in an agreement and loss will be shared based on the ratio of equity shared in the 
business. All parties can take part in the management of the business and can work for it 
(Usmani, 2002). In Indonesia, the National Shariah Board legalised musharaka 
financing in fatwa No. 08/DSN-MUI/IV/2000.   
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Salam, istisna, ijara and sukuk are considered to be debt-based financing 
instruments or debt-based contracts. Salam is a form of instrument in which an advance 
payment is made and the asset is delivered later (deferred delivery sale). Since the 
payment has been made upfront, the asset must be well defined in the contract and 
tangible. In Indonesia, salam was legalised by fatwa No. 05/DSN-MUI/IV/2000 and it is 
considered to be a sale and buy transaction. Istisna is a derivation of salam in which an 
order is given to a manufacturer to produce a specific asset for the purchaser (also known 
as a manufacture sale). The payment can be arranged as an advance or instalments. In 
Indonesia, istisna is arranged based on the National Shariah Board fatwa No. 06/DSN-
MUI/IV/2000 and is also considered to be a sale and buy transaction. Ijara, which is also 
known as leasing, is the hiring or renting of an asset to gain the benefit of its usufruct. 
Ijara is regulated by fatwa No. 09/DSN-MUI/IV/2000. The National Shariah Board 
considers ijara to be a mode of financing.  
Islamic financing has become prevalent in the finance sector. Sukuk – the Islamic 
investment certificate/bond – is one of the most innovative products in Islamic 
investment. It attracts Islamic banks, Islamic insurance companies and shariah 
management funds that cannot invest in conventional securities (Wilson, 2008). (Wilson, 
2008). Sukuk is a tradable asset-backed investment; therefore, it must be supported by a 
real asset such as land, building or equipment. It is also issued for a fixed period of time 
which varies from the short-term (three months) to medium-term (five or ten years) 
(Jobst, 2007; Wilson, 2008). Although most sukuk structures are based on murabaha (a 
marked-up sale in which the seller and buyer know the original cost price) or ijara, there 
are several forms that have been implemented such as the salam sukuk structure and 
musharaka sukuk structure (Wilson, 2008). Unlike other financing instruments, sukuk in 
Indonesia is not only endorsed by the National Shariah Board. State sukuk is issued by 
the GOI and is regulated by Law No. 19 of 2008. There are six types of state sukuk. The 
project-based sukuk is a type of state sukuk which uses a project as its underlying asset.  
The murabaha financing instrument is also known as a marked-up sale. This type 
of instrument is based on the transaction cost and there is a fee to compensate for the 
service. The fee itself is determined and agreed upon by both parties and written in the 
contract (aqd). In murabaha, the asset should be real although it is not necessarily 
tangible. Therefore, the seller must state the original price and the additional expenses in 
truth (Ayub, 2008). When the original price is not stated in the aqd, the name of the 
transaction is then changed to musawama. In conventional infrastructure procurement, 
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this scheme is identical to the cost plus fee contract. Murabaha has been implemented in 
real estate investment (Lewis, 2010). When a murabaha agreement is based on 
instalment payments, the transaction is considered to be a debt-based transaction. 
Although murabaha is considered to be a sale transaction, the murabaha transaction is 
widely implemented in the banking sector (Al-Ajmi, Hussain & Al-Saleh, 2009; Khan, 
2010). Even in Indonesia, debt-based instruments such as the murabaha, salam and 
istisna are the dominant financing instruments utilised in Islamic banking (Ismal, 
2010b). The implementation of murabaha in Indonesia is regulated by the National 
Shariah Board fatwa No. 04/DSN-MUI/IV/2000.     
Kafalah is a guarantee given by an insurer to a third party in order to fulfil the 
obligations of second party. It is considered to be service-based financing. Therefore, the 
guarantor can receive a fee (ujrah) as long as the fee does not incriminate the party. 
Kafalah in Indonesia is endorsed by fatwa No. 11/DSN-MUI/IV/2000.   
Mudaraba and musharaka are the ideal instruments for financing in accordance 
with the shariah principles. However, when the mudaraba and musharaka are not 
feasible, salam, istisna or ijara can be implemented as a mode of financing. Murabaha 
or musawama were not originally a mode of financing. However, murabaha or 
musawama instruments can be reshaped and utilised when other instruments, such as 
mudaraba, musharaka, salam, istisna and ijara, are not workable for some reason 
(Usmani, 2002). Therefore, murabaha and musawama instruments should be the last 
option of financing.    
Islamic financing has several advantages compared to conventional financing. 
Islamic financing offers financial intermediation competitiveness (Ahmed, 2010). It is 
now considered one of the fastest growing financial segments in the world. The business 
area of Islamic financing has broadened in many aspects such as private equity, project 
financing, sukuk, or other wealth management movements. The regulatory and legal 
frameworks have evolved. Islamic financing nowadays has been internationally 
recognised and is expected to contribute to global financial integration. Since Islamic 
intermediation involves asset-based and risk-centred sharing, it is more closely related to 
the real economic sector (Hasan & Dridi, 2010).   
Based on the foundation of profit and loss sharing, Islamic financing was more 
resilient to the global financial crisis that occurred in 2008. It is able to minimise the 
severity and frequency of financial crises (Ahmed, 2010; Chazi & Syed, 2010). The 
equivalent condition also occurs in Islamic banks where credit and asset growth was at 
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least double compared to the conventional banks during the crisis (Hasan & Dridi, 
2010). 
2.4. Islamic Project Financing in Infrastructure 
Infrastructure investment is suitable to be financed through an Islamic financing scheme. 
Infrastructure is an asset and an infrastructure project does not contain any activities that 
are prohibited in shariah. Therefore, it is aligned with Islamic financing principles. This 
section presents an overview of the combination of Islamic financing and infrastructure 
project financing, which is hereafter referred to as Islamic project financing.     
Several research studies on Islamic project financing were undertaken in the late 
1990s. Khan (1997) proposed an alternative Islamic structure for project finance deals in 
power plant projects. Western project finance models were analysed in the light of 
Islamic financial principles by suggesting how the Western model may be modified with 
a view to develop an integrated Islamic project finance model. The Islamic law allows 
financial innovation and contractual agreements to create the model. With the integrated 
model, a structure could be developed whereby Islamic and Western financiers could 
participate in infrastructure projects without compromising any religious principles or 
financial interests. Wilson (1998) also found that private sector enterprises were 
becoming involved in infrastructure projects because governments rarely financed major 
projects. Within the istisna scheme, it was proved that projects can be financed when the 
interest was diminished. Zarqa (1997) stated that istisna can be applied in both explicitly 
income-generating public infrastructure projects and non-income generating projects.     
Ebrahim (1999) proposed an integrated model of Islamic and Western project 
financing which was more focused on synthesising mudaraba security. Mudaraba 
security is a combination of the murabaha facility and call option. In this approach, a 
methodology was proposed to derive the profit sharing ratio endogenously. Using 
mathematical derivation, Ebrahim synthesised the future value of a project opposed to 
the incremental payoffs in the mudaraba scheme. However, the study only interpreted 
and modelled Islamic project financing instruments from the perspective of a 
conventional banker.   
A co-financed structure which was a combination of Islamic and Western sponsor 
financing was implemented successfully in the Equate Petrochemical project in Kuwait 
(Esty, 2000). The project used ijara, istisna and murabaha structures. Since then, there 
have been several more co-financed deals in infrastructure projects, such as the Kuala 
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Lumpur Light Rail Transit 2 project, Thuraya Space Telecommunications project in the 
United Arab Emirates, Shuaiba power plant project in Kuwait, the Tarsus-Adana-
Gaziantep and Mersin motorway projects in Turkey, and the Kuala Lumpur International 
Airport. However, the number of projects which have used co-financed structures is not 
large. There are still factors that need to be considered such as improving the 
stakeholders’ understanding of Islamic finance. 
Shariah-compliant collateral security and project financing structures have been 
described as a critical factor in the availability of enforcement entities and paradigms in 
project financing (McMillen, 2001). McMillen (2001) highlighted that, in this process, a 
shariah board will examine the investment structure and documentation to approve an 
Islamic investment, to ensure that every transaction acknowledges the cultural, moral, 
ethical and religious principles.  
Figure 2.3 describes a basic ijara financing structure which is used in an extensive 
range of project transactions, such as real estate projects, petrochemical projects and 
electricity projects, and can be used in any type of infrastructure project. 
 
Figure 2.3: Ijara financing model 
 
The funding company is the special purpose vehicle for the project financing 
transaction and will own the project asset. The bank will provide a loan agreement to the 
funding company for project construction. The shariah investors embed capital 
contributions in the project company. The funding company will lease the project asset 
to the project company in accordance with the ijara scheme. The understanding to 
purchase (known as the put option in conventional terms) allows the project company to 
purchase the assets from the funding company and then use the funds to make payments 
Understanding to purchase (put option) 
Understanding to sell (call option) 
Managing contractor agreement 
Lease (Ijara) 
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Project 
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Off-takers/ 
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Source: Adapted from McMillen (2007) 
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under the mandatory prepayment provision. The understanding to sell (known as the call 
option) allows the funding company to sell the assets to the project company and use the 
funds to make the payment under the voluntary prepayment provision.  
Based on a study of several infrastructure projects that incorporated Islamic project 
finance, Camacho (2005) concluded that innovative ways to gain capital in infrastructure 
projects included: combining Islamic and Western finance, creating new structures of 
financing, or finding other ways to mitigate risks. Camacho also pointed out that there 
were institutional problems which can increase the financial cost of Islamic project 
financing. Therefore, Camacho recommended that a scheme should use the adl (trustee), 
a uniform Islamic finance body and well established accounting practices.  
Government guarantees are less necessary when the profit sharing is high and the 
sponsor’s own capital is large. However, government financial guarantees are still 
necessary to increase the creditworthiness and to raise the debt capacity of the project 
(Hassan & Soumaré, 2006).    
As project finance and Islamic financing are now converging, a huge amount of 
capital is being invested in industrial, real estate and infrastructure projects. This 
convergence makes Islamic financing structures of immediate and long-term 
consequence to all project participants (McMillen, 2007). 
Alexander (2011) explicates potential sources of problems when projects with an 
Islamic scheme attempt to suit Western financing. First, there is a lack of a cohesive 
regulatory body, which in this context is a shariah board. There is uncertainty regarding 
the shariah boards’ decisions which can sometimes appear to be unpredictable and 
subjective. Although a board will consider similar transactions, there is no guarantee the 
decision will be the same. This happens because a fatwa is only valid for one specific 
case. Therefore, shariah boards also hold the most significant decision-making role in 
project endorsement. Second, the requirement in shariah compliance that the lender 
should bear the project risk may cause risk enhancement from the Western lenders’ 
perspective. 
Infrastructure projects, which are considered as an investment, can generate 
revenue, which can be identified and analysed in the project feasibility study. In its form 
as a profit-loss sharing scheme, Islamic financing is suitable to be implemented in 
infrastructure projects. To identify the losses, there should be project risk identification, 
and then the risk should be minimised or dispensed. Most infrastructure project risks 
arise from the complexity of financing, taxation, documentation or technical details. 
CHAPTER 2: AN OVERVIEW OF ISLAMIC PROJECT FINANCING IN INFRASTRUCTURE PROJECTS 
 25 
From the perspective of project sponsors, public and private investment is fundamental 
in project financing, and a project can be viable if a reliable, long-term revenue stream 
can be determined. Therefore, the risks related to the revenue and market might be low 
or negligible within the infrastructure project (Grimsey & Lewis, 2002). 
2.5. Summary 
The implementation of Islamic project financing may pose problems and obstacles. The 
obstacle that should be dealt with first is the understanding of the differences between an 
Islamic financing scheme and a Western financing scheme. Infrastructure business 
stakeholders might not all understand and accept the concept of the Islamic project 
financing scheme. Therefore, the principles and practices related to Islamic financing 
should be well known amongst infrastructure project stakeholders. Table 2.1 presents a 
comparison between Western project financing and Islamic project financing for 
infrastructure projects.  
 
Table 2.1: Comparison between Western project financing and Islamic project financing 
 Western project financing Islamic project financing 
Financing 
principle 
Interest-based financing Profit loss sharing-based financing 
Transaction Financing can be established in one 
transaction without considering the 
purpose of the transaction  
One aqd is only used for one 
transaction within a certain period of 
time 
Instrument 
category 
Equity provision The instrument chosen depends on the 
share and management portion: 
-mudaraba 
-musharaka 
 Debt can be in the form of a loan or 
obligation with interest-based 
financing 
It depends on the purpose of the 
transaction: 
-salam or istisna 
-ijara 
-sukuk 
-murabaha/musawama 
 Guarantee Kafalah 
Asset 
ownership 
The asset belongs to the SPV although 
a party who provides debt has the 
priority privilege to get payment. 
The asset belongs to the party who 
provides the finance, based on the 
share proportion; asset ownership can 
only be transferred when all 
transactions have been established  
Shariah 
board 
involvement 
There is no shariah board involvement Shariah board involvement is a 
compulsory 
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Based on the principle that Islamic financing should help people and should be 
productive, it is understood that Islamic financing should avoid riba. There must be clear 
borders between profits and riba in order for the application of Islamic financing in 
investment to be acceptable. Therefore, the shariah financial products must be 
innovative in order to attract Islamic investors to an infrastructure project. 
Based on the literature review and comparative study in this chapter, a theoretical 
model of Islamic project financing in infrastructure is constructed as shown in Figure 
2.4. As depicted in the model, the main categories in the Islamic project financing 
implementation in Indonesian infrastructure development are the infrastructure project 
financing scheme and Islamic financing scheme. Each category has several factors and 
principles that influence the main categories. Due to the compulsory involvement of the 
shariah board, the board members must have comprehensive knowledge of the 
infrastructure business. The infrastructure project stakeholders must also have 
comprehensive knowledge of Islamic financing. Therefore, all stakeholders must 
understand the role of the Islamic project financing scheme in infrastructure 
development. 
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Figure 2.4: Concept model of Islamic project financing in infrastructure 
 
Most researchers and analysts agree that Islamic financing is applicable in 
infrastructure project financing. However, there are still some barriers that need to be 
addressed in order to more widely implement Islamic project financing. In the 
Indonesian context, which is at the early stage of using shariah-compliant financing for 
infrastructure projects, there should be a system to facilitate the need. In the present 
study, the current practices in Islamic financing implementation in infrastructure projects 
in Indonesia are investigated and a model of the conditions necessary for the broader 
implementation of Islamic project financing in Indonesia is developed. The next chapter 
presents the research design and the methods selected to meet the study’s objectives.   
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CHAPTER 3: RESEARCH DESIGN 
3.1. Introduction 
As explained in Chapter 2, Islamic financing can be incorporated in infrastructure project 
financing. In many countries, the implementation of project financing and Islamic 
financing in infrastructure projects has been extensively carried out. However, in 
Indonesia it is still developing and slowly gaining momentum. The present study 
therefore aims to identify the conditions necessary for the implementation of Islamic 
project financing in Indonesian infrastructure projects.   
This chapter explains the research design that guides the steps taken to achieve the 
research aim. It begins with an explanation of the research problem, and then continues 
with a discussion of the selection of the research methods. Finally, it describes the 
process of collecting the data through each research method in detail. 
3.2. Research Problem 
As discussed in Chapter 2, Islamic financing can be implemented for infrastructure 
project financing. Infrastructure projects are shariah compliant because the activities in 
infrastructure projects do not contravene shariah law. Infrastructure projects also create 
assets that match with Islamic financing concepts of an asset-based system or an asset-
backed system. In the context of infrastructure investment that can generate revenue, the 
use of Islamic financing is suitable within the concept of profit-loss sharing. 
The implementation of Islamic project financing may, however, present some 
obstacles. The obstacle that should be dealt with first is the different conceptualisation of 
financing in the Islamic financing scheme and the Western financing scheme. Not all 
investors understand and accept the Islamic financing scheme. Therefore, Islamic 
financing should be made well known among infrastructure project stakeholders. 
Although Islamic financing can be implemented in infrastructure projects, the 
long-term nature of the financing in infrastructure projects may create another obstacle. 
Most Islamic financing institutions finance short-term projects. In addition, Islamic 
banks are not allowed to leverage their balance sheets by taking on debt for a long 
duration (Camacho, 2005). While outside the scope of the present study, it is noted that 
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this situation should also be evaluated in order to minimise the obstacles to a longer-term 
financial scheme. 
In Indonesia, most infrastructure projects are implemented under government 
authority or as state-owned enterprises. Private sector enterprises participate in 
infrastructure provision under the PPP scheme as special purpose companies. The SPC 
will participate to construct and operate infrastructure within a certain concession time. 
Using the various transaction mechanisms in Islamic financing, an SPC can implement 
Islamic financing in its financing transactions for the construction or operation stages.  
The government or state-owned enterprises can also implement Islamic financing 
as the source of infrastructure financing. In the context of Islamic financing principles, 
they should choose infrastructures that can generate revenue such as toll roads, ports or 
power plants. In addition, they should distinguish between the project cash flow and the 
government budget, and then between the project cash flow and the company cash flow.  
Therefore, to implement Islamic financing in Indonesian infrastructure project 
financing, several questions are raised and need to be answered. As set out in Chapter 1, 
the following research questions are articulated in the present study: 
• First, what are the current practices of Islamic financing implementation in 
Indonesian infrastructure projects? 
• Second, what understanding do Indonesian infrastructure project stakeholders 
have of Islamic project financing? 
• Third, what are the possible barriers that can hinder the implementation of 
Islamic project financing in Indonesian infrastructure projects? 
These questions are addressed in order to achieve the research aim of identifying the 
conditions necessary for Islamic project financing implementation in Indonesian 
infrastructure projects. 
3.3. Overview of Selected Research Methods 
According to the research aim and questions, this research takes the form of applied 
research (Jaccard & Jacoby, 2009; Robson, 2011). It focuses on addressing an 
immediate real-world problem. This research evaluates policies and services in 
infrastructure project provision. Its focus is narrow and specifically on both Islamic 
financing and infrastructure project financing concepts.  
To investigate the implementation of Islamic project financing in Indonesian 
infrastructure projects, this research uses a qualitative approach that emphasises 
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meanings and experiences and analyses social and human problems. It is also considered 
to be exploratory research because a general body of knowledge of Islamic finance and 
project financing has already been established. However, the lack of more detailed 
information still needs to be addressed and the amount of existing knowledge is limited. 
This exploratory research aims to create awareness of the current status of Islamic 
project financing in Indonesian infrastructure projects. Interviews with open-ended 
questions, case studies and focus groups are usually conducted to support exploratory 
research (Cavana, Sekaran & Delahaye, 2001; Creswell, 2009; Naoum, 2007; Yin, 
2009). However, a focus group is not conducted in the present study due to time and cost 
limitations. The Delphi method is used as a substitute for a focus group. 
A case study is conducted in order to answer research question one. The aim of the 
case study is to investigate the current phenomenon of Islamic financing transactions in 
Indonesian infrastructure projects. As part of the case study method, interviews are 
conducted and evidentiary data such as archival records and official documents are 
collected (Cavaye, 1996; Gillham, 2010; Yin, 2009). 
The Delphi method is used as the research method to answer research questions 
two and three. It will be used to construct the implementation model on how Islamic 
project financing could be implemented in infrastructure projects. The framework will be 
derived from Islamic financing knowledge and infrastructure project financing 
knowledge. The framework aims to represent a model of Islamic project financing 
implementation in Indonesian infrastructure projects (Jaccard & Jacoby, 2009). 
Interviews and questionnaires are to be conducted as part of the data collection in this 
Delphi method. 
Based on the answers to research questions one, two and three, the conditions 
necessary for the implementation of Islamic project financing in Indonesian 
infrastructure projects can be identified. Figure 3.1 summarises the research method used 
to answer each research question and to achieve the research aim. 
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 Figure 3.1: Research questions and selection of research methods  
 
3.4. Details of Chosen Research Methods 
As explained in Section 3.3, two research methods, namely, the case study and the 
Delphi method, are selected to answer the research questions. This section describes 
these two methods in more detail. 
3.4.1 Case study 
A case study is used to investigate the current implementation of Islamic financing 
schemes in Indonesian infrastructure project financing. The findings from the studies are 
then used to support the Delphi method process in developing a framework for the 
implementation of Islamic project financing in Indonesian infrastructure projects. The 
main criterion for the selection of a project for the case study is that it is an infrastructure 
project that is using shariah scheme transactions. The project can be in the preparation, 
construction or operational phase. 
Yin (2009) emphasised that the case study method is chosen based on the ‘how’ 
and ‘why’ research questions. However, the ‘what’ research question in the present 
research emphasises the need for an exploratory study in order to further investigate the 
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current situation of Islamic financing implementation in Indonesian infrastructure 
projects. Therefore, in this research, an exploratory case study approach is implemented.    
The main method of data collection in the case study is conducting interviews with 
the owners of the projects. The interviews use open-ended questions. In addition to the 
interviews, several project documents, such as the project feasibility studies and 
contracts, are used as the case study evidence (Gillham, 2010; Husain, Bais, Hussain & 
Samad, 2012). The interviews and archival records are analysed by using content 
analysis (Flick, 2009; Robson, 2011). 
3.4.2 Delphi method 
The Delphi method combines the knowledge and opinions of experts (or panel 
members) (Singh & Schmidgall, 2000) to achieve consensus when dealing with 
uncertainty in an area of inadequate knowledge (Paliwoda, 1983). The present research 
uses the Delphi method as part of the methodology for a number of reasons. Firstly, the 
problem under investigation is complex and has no adequate documentation. Secondly, 
the panel members are from various stakeholder groups and this wide representation can 
help to assure the validity of the results. Thirdly, the alternative method of conducting 
focus group meetings is sometimes not feasible due to time and cost limitations 
(Linstone & Turoff, 1975; Singh & Schmidgall, 2000). Finally, the Delphi method is 
suitable when a problem has multiple dimensions (Paliwoda, 1983); in the present study, 
there are multiple dimensions of the problem related to the infrastructure investment 
framework, project financing issue and Islamic financing concept.  
In the Delphi method, the panel members can make a contribution from anywhere 
and anytime including via electronic communication (Steurer, 2011). In addition, the 
Delphi method can maintain anonymity and can be conducted with limited contact 
among the research participants. As such, they can freely respond to the questions and 
express their opinions, beliefs and judgements without influence from the other 
participants (Rowe & Wright, 1999; Skulmoski, Hartman & Krahn, 2007; Steurer, 
2011), and avoiding direct confrontation (Okoli & Pawlowski, 2004). Anonymity can 
protect the participants from embarrassment or discomfort if they have contrasting 
opinions (Steurer, 2011).  
The Delphi method is an iterative process that consists of several rounds (usually 
two or three). Data from each round are analysed and used to generate questionnaires for 
the following round. The iterative rounds stop when consensus is reached on the factors 
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related to the topic (Azadeh, Keramati & Songhori, 2009). However, instead of reaching 
a convergence of opinion, the Delphi method usually stops at the third round because the 
panel members have begun to exhaust their interest and are less willing to continue 
(Azadeh, Keramati & Songhori, 2009; Baldwin-Morgan, 1993). Additional rounds also 
tend to yield redundancy and cause a significant withdrawal of returns for substantial 
additional effort (Azadeh, Keramati & Songhori, 2009). In the final round, the opinion 
may reflect agreement, disagreement or be in between (Pivo, 2008). 
It is planned for at least two rounds of the Delphi method to be applied in this 
research. The first round (Delphi Round 1) involves face-to-face interviews which gather 
and explore the panel members’ knowledge and experiences. The complex information 
gathered from the literature review is then assembled. An interpretative theoretical 
framework of infrastructure project key stakeholders’ points of view is developed. The 
results of the face-to-face interviews are then used to develop the questionnaires for 
Delphi Round 2. 
Traditionally, the Delphi technique uses written communication to facilitate the 
panel members’ input without face-to-face contact (Azadeh, Keramati & Songhori, 
2009; Becker & Roberts, 2009; Hasson, Keeney & McKenna, 2000). However, this 
research conducted interviews in the first Delphi phase. Face-to-face interviews are 
conducted as the initial contact with the Delphi panel members in order to create a 
personal connection between the panel members and the research (Eberman & Cleary, 
2011). The interviews can build relationships and remove barriers, which creates 
comfort between the panellists and the researcher. In the context of this research where 
panel members are identified as top level management, the use of face-to-face interviews 
is appropriate because their time may be limited (Rayens & Hahn, 2000). The face-to-
face interview is also used to build interest and trust (Rowe & Crafford, 2003), hence 
panellists are more willing and able to continue to the next round of Delphi.  
3.5. Summary 
This chapter outlined the research approach and the research methods used. Through the 
application of the research strategy, it is expected that the research objectives can be 
achieved. As explained in this chapter, the case study and Delphi methods are used in 
this research to answer the research questions. It is envisaged that the use of these 
methods will lead to outcomes that can be applied in the implementation of Islamic 
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project financing in Indonesian infrastructure projects. The next chapter presents an 
overview of the case study procedure and results. 
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CHAPTER 4: CASE STUDY RESULTS 
4.1. Introduction 
As described in Chapter 3, the first step that needs to be taken in the present study is 
identifying the current status of Islamic financing implementation in Indonesian 
infrastructure projects. The case study method is chosen as the research method to gather 
the relevant information. This chapter presents the findings of the case study.   
Section 4.2 describes the procedure used in the case study, including the selection 
of the case study projects. Sections 4.3 to 4.6 describe the results from the study of the 
respective projects. Section 4.7 then summarises the results to identify the current 
Islamic financing practices in Indonesian infrastructure projects.  
4.2. Case Study Procedure 
The criteria used in selecting the case study projects are that the project is an 
infrastructure project using shariah scheme transactions and the stakeholders are willing 
to share the necessary information. The project can be in the preparation, construction or 
operational phase.  
Interviews are conducted and archival records are collected to gather the data in 
this research case study. The aim of the interviews is to explore the financing process of 
each project. The documents are used to enlighten the interview process.   
The interviews are conducted using open-ended questions. As a guideline, the 
main topics and questions are prepared for use during the interview sessions. In this case, 
these topics include but are not limited to: (1) an explanation of the project’s background 
including the project’s progress; (2) the involvement of an Islamic financier in the 
project; (3) the type of Islamic financing transaction used in the project; (4) the Islamic 
financing transaction process in the project; and (5) the obstacles that occurred during 
the financing process. All the interviews are conducted in Bahasa Indonesia. 
Additional information such as the project background is gathered during the 
interviews. Documents, such as feasibility study reports, contract documents, 
government regulation documents, public announcements and news stories are gathered 
after the interviews. The interviews and the documents are analysed using content 
analysis (Flick, 2009; Robson, 2011). 
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Islamic financing in Indonesian infrastructure development has not yet been 
implemented widely. Therefore, the projects chosen for the case study are identified 
based on the known existence of infrastructure projects as learned by the researcher at 
conferences and through government announcements.    
Two types of infrastructure projects are analysed in this research. The first type is 
a mini hydropower plant project. The mini hydropower plant project is an independent 
power producer (IPP) which uses renewable energy. According to the regulation of the 
Ministry of Energy and Mineral Resources (MEMR) (No. 04 of 2012 article 1), PT 
Perusahaan Listrik Negara (PLN)1
Three mini hydropower plant projects with different Islamic financing transactions 
are analysed in this study. The names of the projects are coded as Mini Hydro A project, 
Mini Hydro B project and Mini Hydro C project. The names of the companies and banks 
involved in these projects are also coded. Each of the projects is discussed in detail in 
Sections 4.3, 4.4 and 4.5, respectively.  
 is obligated to buy the electricity produced from a 
renewable energy power plant with a capacity of less than 10 MW. Therefore, when a 
private company initiates a project and obtains electricity business approval from the 
MEMR, there is an assurance that the company will be able to sell its product to generate 
revenue. 
The second type of project in the case study is a port development called the 
Belawan Port Project (Phase 1) which is delivered by the Government of Indonesia but 
not fully financed by government expenditure. The project utilises an Islamic 
development bank financing facility. A concession agreement with a state-owned 
enterprise will be established during the operations and maintenance phase. The revenue 
generated during the operations and maintenance phase will then be used to return the 
investment costs. The project is discussed in more detail in Section 4.6.  
Thus, a total of four projects are analysed in this case study research, namely, three 
mini hydropower projects and one port development project. Table 4.1 summarises the 
four case study projects.  
 
 
 
                                                 
1 PLN is a state-owned enterprise. According to Indonesian Law No. 30 of 2009, PLN no longer holds 
the monopoly on electricity infrastructure provision. However, PLN may continue the role as the 
electricity off-taker for power generation. Therefore, a power purchase agreement with PLN needs to 
be established by any private sector enterprise seeking to enter the market.    
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Table 4.1: Summary of the case study projects 
Project Name Mini Hydro A Project 
Mini Hydro B 
Project 
Mini Hydro C 
Project 
Belawan Port 
Project 
Type of 
infrastructure 
Mini hydro-
power plant 
Mini hydro-
power plant 
Mini hydro-
power plant 
Sea port 
Capacity 6.7 MW power 
plant 
8.3 MW power 
plant 
8.2 MW power 
plant 
350 m length and 30 
m width container 
berth 
Type of Islamic 
financing 
institution 
Islamic bank: 
domestic 
Islamic bank: 
domestic 
Islamic bank: 
domestic 
Islamic development 
bank: international 
Mode of 
financing 
Murabaha Line facility* Murabaha and 
musharaka 
Istisna 
Informant 
position 
Director Director Director Project Manager 
*Line facility consists of murabaha and/or wakalah and/or kafalah and/or qardh 
 
The hydropower plant projects are owned by the same holding company which 
established three different special purpose companies. For the purposes of the present 
study, one face-to-face interview regarding the power plant projects was conducted with 
the same informant, namely, the director of the special purpose companies. The 
interview was conducted on 9 May 2012 for 1.5 hours. Correspondence about the port 
development project’s data collection was conducted by email with the project manager 
of the project management unit (PMU) of Belawan Port Development. The 
correspondence was conducted in May 2013 and August 2013. There was a time gap in 
communication between May and August 2013 due to document analysis and the 
research writing process. The following sections (Section 4.3 to Section 4.6) present the 
profiles of the four case study projects and the results of the case studies in more detail.  
4.3. Case Study 1 – Mini Hydro A Project 
Project description 
Mini Hydro A is owned by a private sector company named GKE. The mini hydropower 
plant is located in the Karai River, in the village of Pasir Melayu, Silau Kahean Sub-
District, Simalungun Regency, North Sumatra Province. The power plant capacity is 2 x 
3,350 kW with a total investment of approximately IDR 153 billion (±USD 15.3 
million). The scope of the project covers: dam and intake construction; waterway; sand 
trap; head pond; penstock; power house; tailrace; and generating equipment (such as 
turbines, a generator and a switchyard). The duration of the construction phase is 24 
months. The produced electricity will be distributed to 20 kV medium voltage overhead 
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lines or the Tebing Tinggi substation or the new substation located in Simanabun 
Village. 
     
Project stakeholders 
The first stakeholder is GKE, which initiated the project to fulfil the electricity needs in 
North Sumatra Province. According to the Indonesian Law No. 30 of 2009 regarding 
electricity, there are four activities related to the electricity supply business, namely, 
electricity power generation, electricity transmission, electricity distribution, and 
electricity retail. This power plant generation project development must correspond with 
the national electricity development plan. GKE must obtain an electricity supply 
business license from the second stakeholder, the MEMR, with an endorsement letter 
from the third stakeholder, the local government, in order to generate electricity power, 
which is the only involvement of the MEMR and the local government in the process. 
According to the Indonesian Government Regulation No. 14 of 2012 Article 11, the 
business license to provide electricity can be given for a maximum of 30 years and is 
renewable. However, the time frame during which it can be renewed is not stipulated. If 
the project is located in a national forest, GKE must also get permission from the fourth 
stakeholder, the Ministry of Forestry (MOFR), for the right to use the land.  
As previously mentioned, the electricity supply business entails four activities. 
However, the scope of the Mini Hydro A project is limited to electricity power 
generation. The fifth stakeholder, PLN, will carry out the next three phases. Therefore, a 
power purchase agreement (PPA) between GKE and PLN must be established before the 
project is launched, obliging PLN to buy electricity from GKE.  
In order to acquire the PPA with PLN, GKE must follow PLN’s IPP procurement 
process. As a mini hydropower plant is considered to be a renewable energy power 
plant, GKE can follow the direct appointment process through PLN (IPP Procurement 
Division, 2013). GKE must submit a proposal to PLN with financial strength and 
technical strength capabilities. To support financial capability, GKE established a 
murabaha agreement (wa’ad) with one of the shariah banks in Indonesia. In this 
research, the shariah bank is referred to as BMI, which is the sixth stakeholder. The 
seventh and final stakeholder, the supplier, is contracted to provide the power plant 
equipment for GKE during construction.  
Figure 4.1 presents a summary of the project stakeholders in the Mini Hydro A 
project. MOFR, MEMR and the local government are involved during the planning 
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phase due to the power plant permit process. PLN is involved in the planning phase in 
order for GKE to acquire a PPA with PLN; then, during the operations and maintenance 
phase, PLN must buy the electricity produced by GKE. BMI is involved during the 
construction and operation phases due to the financial agreement with GKE. The 
supplier is contracted to provide the power plant equipment for GKE during 
construction. GKE requests the equipment from the supplier and then notifies BMI, 
which then pays the supplier. Finally, BMI sells the equipment to GKE.  
 
Figure 4.1: Mini Hydro A project stakeholder relationships 
 
Project financing  
The Mini Hydro A project financing consists of 31% equity from GKE and 69% 
financing facility from BMI. In the initial process, both parties established a murabaha 
agreement (wa’ad) to finance the construction phase. The agreement was signed in 
February 2011. BMI promised GKE to give a maximum amount of IDR 100 billion 
(±USD 10 million) as a financing facility, which must be invested in Mini Hydro A. 
GKE may use some portions or the entire financing limit. BMI gave GKE a grace period 
of 24 months, which begins from GKE’s first disbursement. The maximum wa’ad 
duration is 84 months and, in the first 24 months, disbursement can be made in flexible 
increments.  
Besides the duration of the agreement, the murabaha agreement also sets out the 
profit sharing and the payment process demanded of GKE by BMI. However, the 
amount of the profit is considered later on when GKE signs the letter of financing 
realisation and the promissory notes. There are two types of fees that apply in this 
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PLN BMI 
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Construction Phase Operation Phase 
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financing facility, which are related to the agreement and the transactions. The first fee is 
the administration fee that equals IDR 1 billion (±USD 100,000). The fee is paid 
proportionally with the amount of the financing disbursement. The second fee is the 
notary fee. Every transaction must be signed in front of a notary and all fees must be 
paid by GKE, including every service fee that is needed regarding the murabaha 
financing implementation such as legal advisory fees or appraisal fees. The agreement 
also formalises BMI’s right and authority, GKE’s liabilities, GKE’s prohibited activities, 
GKE’s penalties, GKE’s collateral, plus force majeure and disputes.           
Within the 24 month grace period, GKE can defer the principal payment to BMI. 
However, the profit must be paid every month to BMI. Due to the fact that the financing 
is used for construction and that during construction GKE has not yet received any 
revenue, GKE uses the equity fund to pay BMI’s profit. BMI’s equity is also used to pay 
every fee related to the murabaha facility. Therefore, in total, GKE will pay BMI the 
murabaha financing principal plus murabaha financing profit and every transaction fee.  
For the operational phase, GKE and PLN established a power purchase agreement 
for 20 years, which is renewable for another mutually agreed period. Based on the 
Indonesian Government Regulation No. 14 of 2012 Article 11, GKE will gain revenue 
from electricity, which is sold to PLN based on the MEMR regulation. PLN will buy 
electricity with a tariff agreement of IDR 787.2/kWh (±USD 7.9 cents/kWh). Figure 4.2 
describes the overall murabaha financing process in Mini Hydro A. In the sense that 
GKE builds, operates and owns the power plant, this type of project is referred to as a 
build-own-operate project. 
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Figure 4.2: Murabaha financing process in Mini Hydro A project 
 
4.4. Case Study 2 – Mini Hydro B Project 
Project description 
Mini Hydro B is owned by a private sector company named GHE. The mini hydropower 
plant is located in the Karai River, in the village of Karaiahan Usang, Raya Sub-District, 
Simalungun Regency, North Sumatra Province. The power plant capacity is 2 x 4,150 
kW or 47.26GWh of the annual electricity production with a total investment of 
approximately IDR 183 billion (±USD 18.3 million). The scope of the project covers: 
dam and intake construction; waterway; sand trap; head pond; penstock; power house; 
tailrace; and generating equipment (such as turbines, a generator and a switchyard). The 
duration of the construction phase is 24 months.   
 
Project stakeholders 
The first stakeholder is GHE, which initiated the project to fulfil the electricity needs in 
North Sumatra Province. Similar to the Mini Hydro A, this power plant project 
development must correspond with the national electricity development plan. GHE must 
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obtain an electricity supply business license from the second stakeholder, the MEMR, 
with an endorsement letter from the third stakeholder, the local government. GHE 
should also obtain permission from the fourth stakeholder, the MOFR, for the right to 
use the land if the project is located in a national forest.  
GHE established a line facility agreement with one of the shariah banks in 
Indonesia to support its financial capability. In this research, the shariah bank is referred 
to as BSM. Figure 4.3 presents a summary of the project stakeholders in the Mini Hydro 
B project. MOFR, MEMR and the local government are involved during the planning 
phase due to the power plant permit process. PLN, as the fifth stakeholder, is involved in 
the planning phase in order for GHE to acquire a PPA with PLN; then, during the 
operations and maintenance phase, PLN must buy the electricity produced by GHE. 
BSM, which is the sixth stakeholder, is involved during the construction and operation 
phases due to the financial agreement with GHE. The seventh and final stakeholder, the 
contractor/supplier, is contracted to provide the power plant equipment for GHE during 
construction. GHE requests the equipment from the contractor/supplier and then notifies 
BSM, which pays the contractor/supplier. Finally, BSM sells the equipment to GHE.  
 
 
Figure 4.3: Mini Hydro B project stakeholder relationships 
 
Project financing  
The Mini Hydro B project financing consists of 33% equity from GHE and 67% 
financing facility from BSM. In the initial process, GHE and BSM established a line 
facility agreement. A line facility agreement is a form of revolving financing with a 
ceiling offered for a certain duration and based on shariah principles. The line facility 
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agreement set in the Mini Hydro B project consists of murabaha and/or wakala and/or 
kafalah and/or qardh. The agreement was signed in May 2010. BSM promised to give 
GHE a maximum amount of IDR 124.973 billion (±USD 12.5 million) or 67% 
maximum of the total project cost with details as follows: (i) 85% for civil construction 
or a maximum of IDR 91.044 billion (±USD 9.1 million); and (ii) 85% for machine and 
equipment or a maximum of IDR 33.929 billion (±USD 3.4 million). BSM provided 
GHE with a grace period of 24 months, which begins from the first disbursement. The 
wa’ad duration is 84 months and, in the first 24 months, disbursement can be made in 
flexible increments. Although evidence of the kind of transaction (aqd) selected by the 
parties is not available, it is believed that the most likely aqd established by GHE and 
BSM is the murabaha.  
According to the line facility agreement, GHE is in debt to BSM. GHE will have 
to pay all the fees, the amount of which is negotiated later on in every financing 
disbursement. These fees are calculated based on the financing risk rating with a ceiling 
price of 22% per annum and the BSM letter of credit costs. GHE can only disburse the 
financing in gradual stages based on the documents required by BSM. BSM also charges 
a cash loan administration fee of IDR 1,249,730,000 (±USD 124,973) which is paid 
proportionally with the amount of disbursement. Other fees such as notary service costs, 
insurance costs, and other costs incurred with the facility financing should be paid up-
front. The agreement also arranges the place of payment, GHE’s collateral, disputes, 
action of disputes, acknowledgement and guarantee, GHE’s limitation of actions, risk, 
insurance, controls and dispute resolution. 
For the operational phase, PLN and GHE established a power purchase agreement 
for 20 years, which is renewable for another mutually agreed period. Therefore, GHE 
will gain revenues from electricity, which is sold to PLN based on the MEMR 
regulation. PLN will buy electricity with a tariff agreement of IDR 787.2/kWh (±USD 
7.9 cents/kWh). Figure 4.4 describes the overall line facility financing process in the 
Mini Hydro B project. This project is a build-own-operate project.  
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Figure 4.4: Line facility financing process in Mini Hydro B project 
 
4.5. Case Study 3 – Mini Hydro C Project 
Project description 
Mini Hydro C is owned by a private sector company named BSE. The project is located 
in the Silau River, in the village of Buntu Turunan, Hatonduhan Sub-District, 
Simalungun Regency, North Sumatra Province. Based on the feasibility study conducted 
by BSE, the power plant was designed to produce 2 x 3,750 kW of electricity and it was 
estimated to cost approximately IDR 120 billion (±USD 12 million). However, the 
power plant capacity was increased to 2 x 4,100 kW in 2011. The scope of the project 
covers: weir and intake construction; channel; power house; penstock; access roads; and 
electricity generating equipment (such as turbines, a generator and a switchyard). The 
duration of the construction phase is 30 months. The produced electricity will be 
channelled to 20 kV medium voltage overhead lines or the Feeder Express 20 kV 
medium voltage overhead lines to gas insulated switchgears in Pematang Siantar. 
  
Project stakeholders 
This project was also established through the same process as the Mini Hydro A and the 
Mini Hydro B projects. Mini Hydro C was initiated by BSE (the first stakeholder) to 
fulfil the electricity needs in North Sumatra Province. An electricity supply business 
license was obtained from the MEMR (the second stakeholder) with an endorsement 
letter from the local government (the third stakeholder) and the right to use the land was 
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obtained from the MOFR (the fourth stakeholder). A PPA with PLN (the fifth 
stakeholder) was signed at the beginning of the project.  
In this project, BSE established two murabaha agreements and one musharaka 
agreement with the shariah bank, BMI (the sixth stakeholder). Within the musharaka 
agreement, BMI is still involved in the operations and maintenance phase. Figure 4.5 
shows the project stakeholders’ involvement in Mini Hydro C. MOFR, MEMR and the 
local government are involved in the planning phase due to the power plant permit 
process. PLN is involved in the planning phase in order for BSE to acquire the PPA with 
PLN; then, during the operation and maintenance phases, PLN is obliged to buy the 
electricity produced by BSE. BMI is involved during the construction and operation 
phases due to the financial agreement made with BSE. The supplier (the seventh 
stakeholder) is contracted to provide the power plant equipment for BSE during 
construction.  
 
 
Figure 4.5: Mini Hydro C project stakeholder relationships 
 
Project financing  
In the beginning, the project cost was estimated to be approximately USD 12 million 
with a project financing scheme of 20% equity from BSE and 80% financing facility 
from BMI. Therefore, in 2008, BSE and BMI established a murabaha agreement with a 
maximum amount of IDR 84 billion (±USD 8.4 million). However, additional financing 
was needed in 2010. BSE and BMI then signed another murabaha agreement with a 
maximum amount of IDR 19 billion (±USD 1.9 million). In 2011, both parties amended 
the agreement and added the amount of financing. A musharaka agreement was signed 
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and substituted the previous two murabaha agreements. The entire amount of financing 
facility that had been spent during the murabaha financing facility was shifted to capital 
sharing in the musharaka agreement. Therefore, the musharaka agreement was 
considered as the final financing facility offered by BMI.  
The maximum amount of the musharaka financing facility that was given by BMI 
was IDR 130 billion (±USD 13 million) from the total capital cost that was needed to 
finance the project. The duration of the musharaka financing is 96 months (from 27 
October 2011 to 27 October 2019). However, the agreement does not mention the 
amount of the BSE sharing portion. The agreement is focused on how BSE can use the 
financing. In the article that arranged the revenue sharing, it is only mentioned that the 
object of the profit sharing is the entire revenue gained from the operation of Mini Hydro 
C. However, the percentage of the revenue sharing is not mentioned in the agreement. 
BSE must also pay an administration fee and all the fees that are related to the 
musharaka agreement, including notary fees, insurance premiums and bond transaction 
costs. The administration fee is charged to BSE at a total amount of IDR 1 billion 
(±USD 100,000).              
For the operations and maintenance phase, BSE and PLN established a power 
purchase agreement for 20 years and the agreement is renewable. PLN is obliged to buy 
the electricity with a tariff agreement of IDR 541.26/kWh (±USD 5.4 cents/kWh). 
Figure 4.6 presents a summary of the musharaka financing process in the Mini Hydro C 
project. 
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Figure 4.6: Musharaka financing process in Mini Hydro C project 
 
4.6. Case Study 4 – Belawan Port Project 
Project description 
The existing Port of Belawan is a main port under the management of PT Pelabuhan 
Indonesia 1 (Pelindo 1). It is located on the northeast coast of Sumatra and 27 km from 
Medan, the capital city of North Sumatra. The port location is on the mainland peninsula 
of the Belawan River estuary and the Deli River estuary. It is an economic gateway to 
the regional area of North Sumatra, Aceh and Riau Provinces because it is located in the 
Malacca Strait. 
The project aims to increase the current container terminal capacity of Belawan 
International Container Terminal. The Directorate General of Sea Transportation 
(DGST) under the Ministry of Transportation (MOT) is responsible for executing the 
project development. The project scope covers: civil works; procurement of equipment, 
the information system and the development of the conceptual framework of the 
concession scheme for the container terminal operation; consultancy services; PMU 
support; and financial audit. The civil works include dredging works, land reclamation, 
soil improvement, revetment construction, container berth extension, container yard 
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expansion, a storm water drainage system, a service road and utilities. The procurement 
of equipment includes gantry and transtainer cranes, a trailer, a chassis and a reach 
stacker. The consultancy services include an environmental impact assessment, detailed 
engineering design, and project management and supervision. The PMU support 
includes expert personnel, training courses, a start-up workshop and a familiarisation 
visit.         
The new port container terminal will have a container berth that is 350 m in length 
and 30 m in width. The sea bed, as a turning basin and port basin, will be large enough to 
allow 36,000 DWT (dead-weight tonnage) container vessels to manoeuvre. The 
expansion of the container yard will add 157,700 m2 of storage, which equates to a 
capacity of 8,921 TEUs (twenty-foot equivalent units).          
 
Project stakeholders 
The Directorate General of Debt Management (DGDM) in the Ministry of Finance 
(MOF) represented the GOI to sign an istisna agreement with the Islamic Development 
Bank (IDB) in 2009. However, DGST, on behalf of GOI, acts as the executing project 
agency. DGST then established a PMU to be the daily project coordinator. The PMU is 
responsible for selecting and contracting a consultant and a contractor. All the 
procurement processes in the consultant and contractor selections must follow the IDB 
procurement process. The chosen consultant and contractor will be disbursed directly by 
IDB based on the istisna agreement. Based on the istisna agreement, the PMU reports 
the project progress not only to the DGST, but also to the IDB. For the operations and 
maintenance phase, DGST assigns the Belawan Port Authority to regulate the Port of 
Belawan and to establish an operational concession agreement with Pelindo 1. Pelindo 1 
will then operate the new port. Figure 4.7 describes the relationship of the project 
stakeholders in the Port of Belawan project. 
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Figure 4.7: Belawan Port project stakeholder relationships 
 
Project financing  
The total cost of the project is USD 139.31 million. The GOI provides USD 51.76 
million and IDB provides USD 87.55 million, as arranged in the istisna agreement. The 
main points that are mentioned in the istisna agreement cover: contractor selection; 
consultant appointment; disbursement approval; the taking over of the works; 
representations and warranties; indemnity; the effective date; and disputes. All 
disbursements from IDB must follow the IDB procurement and disbursement 
procedures. 
Based on the agreement, the IDB financing components cover: the civil works; 
consultancy services; PMU support; and financial audit. The implementation period of 
the istisna financing is between 2009 and 2014. The completion of the construction work 
shall not exceed 48 months from the date of the first disbursement. The consultancy 
services and PMU support have been active since April 2013.  
Within the istisna scheme, all the works and assets that are financed by IDB 
belong to IDB. Therefore, at the end of the contract, the GOI must directly take over all 
the works and assets. The process of the works and assets transfer will be arranged later 
on. One possible scheme is a selling and buying scheme in a single payment or in 
instalments. Therefore, succeeding the istisna agreement, there must be an additional 
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agreement to take over all the works and assets, as well as to legalise the asset 
ownership.  
After the GOI owns the asset, a concession agreement is established between the 
Belawan Port Authority and Pelindo 1 to execute the port operations and to return the 
investment costs. Based on the concession agreement, Pelindo 1 will share a percentage 
of the revenue generated by the port activities. The percentage of the revenue sharing 
and the duration of the operational concession are to be arranged later on. The revenue 
that Belawan Port Authority receives will then be deposited in the GOI state treasury 
through the MOF. It is considered as non-taxable revenue. In addition, Pelindo 1 as a 
state-owned enterprise must pay a dividend to the GOI. Therefore, in the case of the 
Belawan Port project, the GOI has two schemes of indirect investment return. Figure 4.8 
outlines the istisna financing process in the Port of Belawan development project. 
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Figure 4.8: Project financing process with istisna scheme in Belawan Port project 
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4.7. Summary 
This chapter presented an overview of four infrastructure projects with four types of 
Islamic finance. The main aim of this chapter was to answer the research question 
regarding the current implementation of Islamic finance in Indonesian infrastructure 
projects. In the selected case studies, three Islamic banks were involved as infrastructure 
project sponsors. The hydropower plant projects utilised project financing based on a 
private sector initiative. The port development project utilised project financing based on 
a government initiative.  
The case studies reveal two steps in the transactions in Islamic banking 
involvement in Indonesian infrastructure projects. The first step is the establishment of 
an agreement (wa’ad) and the second step is the execution of the agreement which is 
arranged in a contract (aqd).   
Based on the practices explored in this chapter, some issues are evident in relation 
to the involvement of domestic Islamic finance institutions in Indonesian infrastructure 
projects. These issues include:  
• Murabaha is the most common transaction used to finance infrastructure 
construction.  
• All the fees related to the Islamic finance transactions have to be paid by the 
SPV. The fees include but are not limited to administration fees, notary fees, 
insurance fees, and all other fees. Every transaction made in relation to the 
agreement has to be signed in front of a notary.   
• Although the Islamic banks provide a grace period to the SPV, the SPV has to 
pay the mark-up fee (in the case of the murabaha agreement and line facility 
agreement) or the profit share (in the case of the musharaka agreement) every 
month after the SPV receives the first disbursement. Therefore, the SPV uses 
its equity to pay it.  
• The amount of the mark-up fee or the ratio of profit sharing is not mentioned in 
the agreement. 
• Almost all the articles in the agreement tend to favour the Islamic banks more 
than the SPV, although both parties agreed to the terms and conditions.  
• In the murabaha agreement, line facility agreement and musharaka agreement, 
the SPV must provide collateral to the Islamic bank.  
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• The finance period given by the Islamic bank to the SPV indicated that Islamic 
finances can be used for medium-term financing.  
A comparison of the case study projects indicates that the financing scheme 
process involving the international Islamic finance institution seems more complex than 
the process involving the local institutions. However, it is likely that this is due to the 
project being owned by government. In the istisna agreement, both parties (the 
government and the bank) have balanced rights. The financing process in the 
government-initiated project is considered as two-step financing (i.e., the finance is 
delivered to the GOI and the GOI assigns the state-owned enterprise to operate the 
project) and not directly a project financing (i.e., the cash flow of the project is not 
separated from the government or the state-owned enterprise corporate accountancy). 
However, the port development project generates revenue which in the future can return 
the initial investment. Having gained an insight into the current Islamic financing 
practices in Indonesian infrastructure projects through the case studies, the next chapter 
presents the Delphi method results in order to understand the stakeholders’ 
understanding of Islamic project finance and identify barriers to its wider 
implementation in Indonesia.     
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CHAPTER 5: DELPHI METHOD RESULTS 
5.1. Introduction 
As explained in Chapter 3, in order to investigate the implementation of Islamic project 
financing in Indonesian infrastructure projects, three questions need to be answered. 
First, what are the current practices of Islamic financing implementation in Indonesian 
infrastructure projects? Second, what understanding do Indonesian infrastructure project 
stakeholders have of Islamic project financing? Third, what are the possible barriers that 
can hinder the implementation of Islamic project financing in Indonesian infrastructure 
projects?  
Chapter 4 presented the results related to the first research question, based on data 
gathered through case studies of four Indonesian infrastructure projects that utilised 
Islamic financing schemes. This chapter presents the results that address the second and 
third research questions. The research method used to gather those answers is the Delphi 
method. The main means of data collection for this research method are interviews and 
questionnaires. The results of the Delphi method are reported in this chapter.  
Section 5.2 describes the Delphi method procedure. Panel member selection is 
described in Section 5.3. Section 5.4 presents the results of Delphi Round 1 and Section 
5.5 presents the results of Delphi Round 2. The results of Delphi Round 3 are presented 
in Section 5.6. A summary concludes the chapter in Section 5.7. 
5.2. Delphi Method Procedure 
Three rounds of the Delphi method were conducted in this research. The first round 
involved interviews, the results of which were used to develop the questionnaire used in 
the second round. The third round was conducted based on the second round’s results. 
The following sub-sections describe each process of the Delphi method.  
5.2.1 Delphi Round 1 (interview) procedure 
Interviews were conducted for the purpose of an in-depth exploration of the panel 
members’ knowledge and experience. Through the results of these qualitative 
interviews, it was also expected that the questionnaire used in the second round of the 
Delphi study could have a greater and more detailed focus. Prior to the interviews being 
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conducted, the panel members were given an outline of the interview topics, which had 
been included in the participation invitation and agreement. Most of the interviews were 
recorded so that the discussion could be transcribed for further analysis. The interviewer 
also took notes in order to emphasise the important points and to assist with further 
analysis. 
The interview data were analysed by the conceptual content analysis technique 
whereby the content is coded for certain words, phrases, concepts, meanings or themes. 
The analyst then makes inferences based on the themes that emerge (da Piedade & 
Thomas, 2006; Elo & Kyngäs, 2008; Hassan & Harahap, 2010; Shields & Twycross, 
2008; Virginia, 2011). The recorded data were then transformed to interview minutes. 
Analyses were conducted by listening to the recording, reading the minutes and 
comparing these with the interviewer’s notes. To assist in the transcribing and analysis 
process, computer software tools, namely NVIVO and Microsoft Excel, were used. 
5.2.2 Delphi Round 2 and Delphi Round 3 (questionnaire) procedure 
After analysing the interview results, a questionnaire for the next round of the Delphi 
study was developed. The questionnaire was constructed as a combination of the 
findings of the literature review and the results of Delphi Round 1. The panel members 
were asked to rate statements on a Likert-type scale and to provide comments. The 5-
point Likert scale (‘Strongly agree’, ‘Agree’, ‘Not sure’, ‘Disagree’ and ‘Strongly 
disagree’) was used in this research (Franklin & Hart, 2007; Göb, McCollin & 
Ramalhoto, 2007; Gwinner, 2006; James & Lee, 2011; Oliver, 2002). The 
questionnaires were sent to the panel members via email.   
Data from the Delphi Round 2 were analysed based on statistical measurements, 
namely, the mode, median, interquartile range (IQR), mean and standard deviation (de 
Meyrick, 2003; Franklin & Hart, 2007; Rayens & Hahn, 2000; Rowe & Wright, 1999; 
Singh & Schmidgall, 2000). After the analysis process, the percentages of agreement, 
disagreement and uncertainty were calculated (Zaghloul & Alsokair, 2008) in order to 
measure the level of consensus. ‘Strongly agree’ and ‘Agree’ were considered as 
agreement. ‘Strongly disagree’ and ‘Disagree’ were considered as disagreement. ‘Not 
sure’ was considered as uncertainty. The consensus rate is said to be reached when the 
percentage of the agreement, disagreement or uncertainty is more than 51% (Hasson, 
Keeney & McKenna, 2000; Ito, Ota & Matsuda, 2011; Landeta, 2006; Williams & 
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Webb, 1994). If the consensus rate is below 51%, then a third Delphi round should be 
conducted, focusing only on the statements on which no consensus was reached.  
In the present study, the non-consensus statements were the focus of Delphi 
Round 3; however, other statements were also reported to the panel members. The 
percentages of agreement, disagreement and uncertainty in the Delphi Round 2 were 
presented in each statement. In the third round, the panel members were asked to 
“consider and confirm” or to “reconsider and change” their previous responses in Delphi 
Round 2 (Demi, 2006) for the statements on which consensus had not yet been reached. 
The panel members were also asked to provide comments. A 5-point Likert scale was 
also used in Delphi Round 3. The same analysis procedures conducted in Delphi Round 
2 were conducted for Delphi Round 3. 
5.3. Panel Member Selection 
In order to create a successful mix, it is recommended that three types of panellists are 
selected (Linstone & Turoff, 1975). The first type of panellist is a stakeholder who is or 
will be directly affected. The second type is an expert who has an applicable specialty or 
relevant experience. The third type is a facilitator who has skills in clarifying, organising, 
synthesising or stimulating the concept (Linstone & Turoff, 1975). In the present study, 
the panel members were gathered from among infrastructure project stakeholders, 
members of the National Shariah Board, and academics. The infrastructure project 
stakeholders consisted of people who worked for a guarantee fund company, the risk 
management unit (RMU) in the Ministry of Finance (MOF), the Shariah Debt 
Management Office at MOF, the Coordinating Ministry of Economic Affairs as part of 
the Indonesian Policy Committee for Accelerating the Provision of Infrastructure 
(KKPPI), an Islamic bank, a government contracting agency, an infrastructure special 
purpose company, and a public private partnership consultancy.  
Panel members should be chosen based on their expertise, institution and position 
in their institution (Oliver, 2002). In the present study, the expertise, institution and 
position had to be relevant to the nature of Islamic finance or infrastructure projects in 
order for the panel to be able to address the issue of Islamic project financing in 
infrastructure projects. Potential members of the panel were identified from among 
infrastructure stakeholders and Islamic financing practitioners, including the National 
Shariah Board members as mentioned above. They were expected to have the 
knowledge of infrastructure project financing and/or Islamic finance that would classify 
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them as experts. In order to ensure that a wide spectrum of viewpoints is included in the 
panel (Baldwin & Trinkle, 2011), both academics and practitioners were included. It is 
also important that the panel is heterogeneous in order to identify and explore areas of 
uncertainty (Murphy et al., 1998; Skulmoski, Hartman & Krahn, 2007).  
The number of members on a Delphi panel can vary. Although there is no ideal set 
number of panel members (Bowles, 1999; Hallowell & Gambatese, 2010; Okoli & 
Pawlowski, 2004; Skulmoski, Hartman & Krahn, 2007), the number of participants 
influences the research reliability, which is considered low when the number of 
participants is less than six. It is recommended in the literature that the number of panel 
members should be maintained at more than twelve in order to increase the reliability 
(Murphy et al., 1998) and the present study followed this guideline. 
The invitation and recruitment process for the panel members is also an important 
consideration in conducting a Delphi study. In the present study, the panel members 
were recruited by invitation and the snowball or referral technique. The snowball 
technique might affect voluntary participation, because the invited person might ask for 
the identity of the referee and feel bound to participate in order to honour the referee 
(Brace-Govan, 2004); however, the issue of voluntary participation in this research was 
not significant. In addition, in the Delphi method, it is common to ask panel members to 
refer other panel members (Steurer, 2011). The snowball technique assists researchers in 
accessing other suitable participants. 
Table 5.1 describes the panel members’ involvement in every round of the Delphi 
method in the present study. In Delphi Round 1, 78% of the total panel members (18 out 
of 23 panel members) were involved. In Delphi Round 2, 74% of the total panel 
members (17 out of 23 panel members) were involved. Although some panel members 
from Delphi Round 1 did not participate in Delphi Round 2, some additional panel 
members joined that round. In Delphi Round 3, the number of panel members decreased 
to 57% of the original total number of panel members (13 out of 23 panel members). 
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Table 5.1: Summary of panel involvement in each Delphi round 
No. Type of stakeholder Position Delphi Round 1 
Delphi 
Round 2 
Delphi 
Round 3 
1 Infrastructure guarantee company Senior Vice-President √ √ √ 
2 Government (MOF - Fiscal Policy 
Agency) 
Head of Section 
(Echelon 4) 
√ √ √ 
3 Government (MOF - Fiscal Policy 
Agency) 
Researcher √ √ √ 
4 Government (MOF - Debt Office 
Management) 
Head of Section 
(Echelon 4) 
√ √ √ 
5 Government (CMEA) & infrastructure 
finance company 
Director (Echelon 2) & 
Commissioner 
√ √ √ 
6 Government (MOF - Fiscal Risk 
Management) 
Head of Division 
(Echelon 3) 
√ √ √ 
7 Government (CMEA) Head of Division 
(Echelon 3) 
√ √ √ 
8 Academic Professor √ √ √ 
9 Islamic bank Head of Division √ √ √ 
10 Government contracting agency (energy 
sector) 
Director √ √ √ 
11 Government contracting agency (water 
supply sector) 
Director √ √  
12 Special purpose company (toll road 
sector) 
Director √ √  
13 Government (MOF - Debt Office 
Management) 
Head of Division 
(Echelon 3) 
√   
14 Infrastructure finance company Senior Vice-President √   
15 Infrastructure sector consultant specialist Specialist √   
16 National Shariah Board Board member √   
17 National Shariah Board Board member √   
18 Special purpose company (water supply) President Director √   
19 Islamic finance consultant Founding Partner  √ √ 
20 Special purpose company (energy sector) Director  √ √ 
21 Special purpose company (energy sector) Director  √ √ 
22 Infrastructure guarantee company CFO (Director)  √  
23 Infrastructure guarantee company Executive Vice-
President 
 √  
 
Table 5.2 describes the qualifications of the panel members. In relation to the level 
of education, most of the panel members held a masters degree and 35% of them held a 
PhD. Most of the members had more than 10 years’ experience in their area of expertise. 
Therefore, panellists are considered qualified in their field.     
Some data regarding the panel members’ qualifications were not available because 
the demographic questions were not asked during the interview process. This is because 
it was expected that the panel members would be able to participate in the subsequent 
round. However, due to their time limitations, some panel members were not able to 
continue.  
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Table 5.2: Panel qualifications 
No. Area of expertise Experience  (years) 
Level of 
Education 
1 Risk management, infrastructure project finance 11 PhD 
2 Fiscal risk management 5 Masters 
3 Risk management 14 Masters 
4 Sukuk structuring, deal and execution 6 Masters 
5 Housing, land acquisition, PPP infrastructure 10 PhD 
6 PPP infrastructure 5 Masters 
7 Transportation sector 7 PhD 
8 Infrastructure policy and planning 20 PhD 
9 Corporate banking 12 Masters 
10 Infrastructure project management (energy sector) 34 Masters 
11 Water sector engineering 10 Masters 
12 Toll road development 14 Masters 
13 Sukuk structuring data n.a. Masters 
14 Project financing and multi sector infrastructure specialist >10 Masters 
15 Infrastructure sector specialist (water supply and energy projects) >10 Masters 
16 Islamic law data n.a. PhD 
17 Islamic finance data n.a. PhD 
18 Water supply business data n.a. data n.a. 
19 Islamic finance >20 Masters 
20 Energy sector (power plant) 22 Masters 
21 Islamic capital market 20 PhD 
22 Finance, strategy and risk 18 PhD 
23 Capital market and investments 17 Masters 
 
5.4. Results of Delphi Round 1 - Interviews 
The interview process was initiated by sending documents to the potential participants 
including an invitation letter, an outline of the research, the interview topics and a 
consent form. The invitation and interview processes were conducted progressively in 
the period from January to February 2012. Twenty-three panel member candidates were 
invited to participate in the research. Of these, 18 were able to participate in Delphi 
Round 1. Four candidates were not able to participate due to time limitations and one 
candidate withdrew, but nominated another person. Most of the interviews took place in 
each individual panel member’s office, for a duration of approximately one hour. Two 
interviews were conducted with groups of two panel members, rather than on an 
individual basis. Hence, 16 interviews were documented in Delphi Round 1. All of the 
interviews were conducted in Bahasa Indonesia.  
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Six topics were used as the interview guideline. The topics were sent to the panel 
members along with the research consent form. The topics were posed as questions 
including but not limited to: (1) What is your understanding of Islamic finance in the 
context of infrastructure financing? (2) What are the enablers of Islamic finance concept 
implementation in Indonesian infrastructure project financing? (3) What are the barriers 
to the implementation of Islamic finance schemes in Indonesian infrastructure project 
financing? How can the barriers be managed? (4) How deeply should the National 
Shariah Board members understand the infrastructure project business? (5) How deeply 
is the National Shariah Board involved in infrastructure projects with an Islamic 
financing scheme? (6) Do you think culture can affect the Islamic project financing 
implementation in infrastructure projects? If so, how can culture affect it? Appendix 1 
presents the details of the invitation letter, research information and consent form which 
were sent to the panel members. 
Figure 5.1 illustrates the process of the Delphi Round 1 interview analysis. The 
interview minutes were written and translated after each interview was conducted. 
NVIVO software was used to assist the writing process. The interview minutes were 
written based on the interview recordings. The interview minutes were then grouped 
based on the six main interview topics. Pattern matching of the same meanings or 
themes was conducted based on the selection of the significant statements. The results of 
the Delphi Round 1 interviews were then used to develop the Delphi Round 2 
questionnaire.     
 
 
Figure 5.1: Analysis process in Delphi Round 1 - Interviews 
 
The following sections (Section 5.4.1 to Section 5.4.6) present the result of the 
Delphi Round 1 interviews based on the main topics in the interview guideline. The 
panel members are identified by the use of codes. 
Start Collection of interview 
data 
Writing and translation of 
interview minutes 
Grouping of minutes’ 
data based on six topics 
 
Selection of significant statements based 
on each topic 
Pattern 
matching  
Development of Delphi Round 2 questionnaires 
based on Delphi Round 1 and the literature 
End 
CHAPTER 5: DELPHI METHOD RESULTS 
64  
5.4.1 Stakeholders’ understanding of Islamic project financing in Indonesian 
infrastructure 
The interview analysis revealed that the stakeholders’ understanding of Islamic project 
financing in Indonesian infrastructure could be categorised by reference to eight themes. 
Table 5.3 presents the eight themes on which the panel members expressed awareness or 
an opinion on Islamic project financing in Indonesian infrastructure projects. Most of the 
panel members mentioned the concept of infrastructure project financing (7 panel 
members) and the concept of Islamic project financing in infrastructure (7 panel 
members). Six panel members mentioned the basic principles of Islamic finance. Five 
panel members mentioned the concept of an Islamic financing scheme and the source of 
Islamic project finance for infrastructure projects. The details of each panel member’s 
opinions are presented in Appendix 2 (Part 1).  
 
Table 5.3: Stakeholders’ understanding of Islamic project financing in Indonesian 
infrastructure projects 
Theme Number of panel members 
Percentage of 
panel members 
1  Concept of infrastructure project financing 8 50.00% 
2  Concept of Islamic project financing in infrastructure 7 43.75% 
3  Basic principles of Islamic finance 6 37.50% 
4  Concept of Islamic financing scheme 5 31.25% 
5  Source of Islamic project finance in infrastructure 5 31.25% 
6 Shariah-compliant infrastructure projects 4 25.00% 
7  Opinion on other stakeholders’ understanding of Islamic 
financing, infrastructure project financing or Islamic project 
financing in infrastructure 
3 18.75% 
8  Shariah-compliant financing scheme 1 6.25% 
  
In the context of understanding infrastructure project financing, the panel members 
mentioned that a project financing scheme must consist of equity which is provided by 
sponsors, and debt which is provided by investors. In addition, they stated that equity is 
the most important factor in the financing of infrastructure projects. According to one 
panel member, the involvement of an operator is important, as well as sponsors and 
investors, as one of the key stakeholders of infrastructure project financing. The 
infrastructure project must also be financially feasible. The financing process in a public 
private partnership project can be constructed in two models, namely, the two-step loan 
financing and part-financing scheme.   
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In relation to the concept of Islamic project financing in infrastructure, the panel 
members expressed several views which indicated their understanding. For example, the 
panel members distinguished the role of the investor in conventional financing and 
musharaka financing. The panel members also explained the current use of state sukuk, 
the source of return in state sukuk, and the expected use of state sukuk in the future as a 
two-step financing process, which was also mentioned by other panel members as a form 
of indirect financing. One panel member stated that Islamic financing and conventional 
financing have similar principles, which are expressed in different languages. Some 
panel members mentioned that the aqd in Islamic project financing in infrastructure is 
reliant on infrastructure characteristics and the aim of the transaction. 
Focusing more on the basic principles of Islamic finance, some panel members 
described the use of aqd and fatwa, stating that these are only used for a single 
transaction or company establishment because Islamic financing is not a single mode of 
financing. One panel member stated that Islamic financing is an equity authorisation 
scheme and requires a premium up-front payment to secure the finance. Another panel 
member explained that shariah compliance covers both the product and the process in 
Islamic financing; in addition, it covers extra criteria such as no destruction and no 
lowering of moral values. The panel members expressed the view that risk occurs in 
every aqd and that all parties must understand the risk.     
5.4.2 Enablers of Islamic project financing implementation in Indonesian 
infrastructure development 
Five themes emerged in the interviews regarding the panel members’ views on the 
enablers of Islamic project financing implementation in Indonesian infrastructure 
projects. Table 5.4 presents the themes and the number and percentage of panel members 
who expressed views on each theme. Most of the panel members believed that there are 
potential Islamic finance investors (domestic and international investors) who would like 
to invest in infrastructure projects. The investors are domestic, such as domestic Islamic 
banks and state sukuk buyers, and international, such as investors from Middle Eastern 
countries and neighbouring countries. The panel members believed that investors have 
explored the investment potential in Indonesian infrastructure projects and have 
observed the readiness of infrastructure projects to accept Islamic financing schemes. 
The panel members stated that, as well as domestic and international sources, non-
CHAPTER 5: DELPHI METHOD RESULTS 
66  
Muslim investors would also like to invest in infrastructure projects through an Islamic 
project financing scheme.  
 
Table 5.4: Enablers of Islamic project financing implementation in Indonesian 
infrastructure projects 
Theme Number of panel members 
Percentage of 
panel members 
1  There are potential investors who would like to invest in 
infrastructure projects 
7 43.75% 
2  There is a good opportunity to implement Islamic financing 
in infrastructure projects 
5 31.25% 
3 The Government of Indonesia has put efforts into Islamic 
project financing implementation 
5 31.25% 
4  There is an advantage of using Islamic financing 4 25.00% 
5  Co-financing can be used in Islamic project financing 2 12.5% 
 
The panel members believed that there are good opportunities to implement 
Islamic financing in infrastructure projects, based on the expected success of state sukuk 
and on the lessons learned from neighbouring countries. Although the implementation of 
Islamic financing schemes in Indonesia is relatively new, the panel members believed 
that the potential is strong because Indonesia has the largest Muslim population in the 
world and has significant prospects and demands for infrastructure.    
The panel members reported that the GOI has put some efforts into implementing 
Islamic project financing in infrastructure by establishing laws and regulations on 
Islamic finance. As well as establishing laws and regulations, the GOI has discussed the 
possibility of Islamic project financing implementation in PPP projects. The GOI has 
also approached Middle Eastern and domestic investors through the issuance of state 
sukuk.   
Several panel members considered that Islamic financing has advantages over 
Western financing when implemented in infrastructure projects. These advantages are 
related to community ownership, risk sharing, cultural acceptance, and the desire to 
avoid riba. The details of each panel member’s opinions are presented in Appendix 2 
(Part 2). 
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5.4.3 Barriers to Islamic project financing implementation in Indonesian 
infrastructure 
The interview analysis identified 24 themes in the issues seen by the panel members as 
possible barriers to the implementation of Islamic project financing in Indonesian 
infrastructure projects. Table 5.5 presents the themes and the number and percentage of 
panel members who expressed an opinion on each theme. The issues that were most 
frequently cited as barriers to the implementation of Islamic project financing in 
Indonesian infrastructure projects were related to the understanding of Islamic finance 
transactions, the capability of Islamic financial institutions, and the investors’ behaviours 
and characteristics. The details of each panel member’s opinions are presented in 
Appendix 2 (Part 3). 
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Table 5.5: Possible barriers of Islamic project financing implementation in Indonesian 
infrastructure projects          
Theme Number of panel members 
Percentage of 
panel members 
1 Understanding of Islamic financial transactions 9 56.25% 
2  Financial institution capability 9 56.25% 
3  Investor behaviour and characteristics 9 56.25% 
4  Government policies and regulations 7 43.75% 
5  Government support, guarantee and commitment 7 43.75% 
6  Mismatch in the duration between Islamic finance 
transaction maturity and infrastructure project financing 
need 
7 43.75% 
7  Project preparation and readiness 7 43.75% 
8  Financing scheme and process 6 37.5% 
9  Stakeholder relationships 6 37.5% 
10  Understanding of infrastructure project financing 5 31.25% 
11 Knowledge transfer 5 31.25% 
12  Institution role 4 25.00% 
13  Source of financing 4 25.00% 
14  Syndication 3 18.75% 
15  Co-financing 3 18.75% 
16  Profit-oriented mindset 3 18.75% 
17  Taxation issues 3 18.75% 
18  Cost of Islamic finance 3 18.75% 
19 Implementation of Islamic finance transaction 2 12.5% 
20 Opportunity to use shariah scheme in infrastructure project 
financing 
2 12.5% 
21  Asset issues 2 12.5% 
22  Refinancing 1 6.25% 
23  Currency mismatch 1 6.25% 
24  Resistance to accepting concept of Islamic finance 1 6.25% 
 
In terms of understanding Islamic financial transactions, some panel members 
made reference to the existence of different perceptions or interpretations of Islamic 
financial instruments. Some panel members mentioned that the use of the Arabic 
language in Islamic financial transactions made it difficult for the stakeholders to 
understand the transactions. Islamic financial transactions were also said to be more 
complicated than conventional financing. The panel members believed that people’s 
level of understanding of Islamic finance is limited. 
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In terms of financial institution capability, some panel members mentioned that the 
domestic Islamic banks have a limited ability to finance infrastructure projects. One 
panel member stated that the number of Islamic financial guarantor institutions is also 
limited, and even the state sukuk is currently insufficient to finance a whole 
infrastructure project. According to the panel members, the limited capability of 
financial institutions is not only on the Islamic financiers’ side; on the other side, the 
special purpose vehicle is also expected to have the financial strength to finance the 
infrastructure project. 
The investors’ behaviours and characteristics were also identified as one of the 
likely barriers in the implementation of Islamic project financing in Indonesian 
infrastructure projects. For example, in relation to the state sukuk, one panel member 
believed that the state sukuk is not the first option considered by investors and that 
investors expect higher returns from the state sukuk. When considering the financing of 
an infrastructure project, investors have certain preferences such as the type of 
infrastructure, whether the infrastructure project is short term or long term, and they may 
also prefer to use a certain financial institution. In terms of the Islamic financial 
transactions, the panel members believed that it is preferable to use the murabaha 
instead of other financing schemes. In addition, as businesspeople, investors are only 
attracted to the most favourable and secure project. The reputation of the companies 
involved in the project is another consideration which a financier will take into account 
when deciding whether or not to finance the project.    
Some panel members were concerned that the government policies and regulations 
would affect the implementation of Islamic project financing. They believed that the 
government should give support, commitment and guarantees when Islamic project 
financing is implemented in Indonesian infrastructure projects. Some panel members 
also recognised that there is a mismatch in the duration between Islamic finance 
transaction maturity and the infrastructure project financing requirements. In recent cases 
in Indonesia, the Islamic finance transaction maturity has been usually short term; while 
in infrastructure projects, the payback period is relatively long. Some panel members 
were also concerned about the preparation and readiness of infrastructure projects. They 
expressed the view that if the government would like the private sector to be more 
involved in infrastructure financing, then the projects must be financially feasible. There 
should be a list of priority infrastructure projects to be offered to the private sector. 
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5.4.4 National Shariah Board members’ understanding of infrastructure 
project business 
The interview analysis revealed five themes in the panel members’ views on the 
National Shariah Board members’ understanding of the infrastructure project business. 
Table 5.6 presents the five themes and the number and percentage of panel members 
who expressed views on each theme. The details of each panel member’s views are 
presented in Appendix 2 (Part 4). 
 
Table 5.6: National Shariah Board members’ understanding of infrastructure project 
business    
Theme Number of panel members 
Percentage of 
panel members 
1  The National Shariah Board does not really understand 
infrastructure business 
5 31.25% 
2  The National Shariah Board must understand infrastructure 
project business 
4 25.00% 
3  There is a need for knowledge transfer on infrastructure 
project business to the National Shariah Board 
3 18.75% 
4 The National Shariah Board focuses more on the Islamic 
jurisprudence (fiqh) context 
2 12.5% 
5  Many shariah scholars do not have a finance or economics 
background 
1 6.25% 
 
Some panel members believed that the National Shariah Board members do not 
completely understand the infrastructure business because the board members are still 
learning the business of infrastructure projects. However, they believed it is essential that 
the National Shariah Board members understand the nature of the infrastructure project 
business in order to establish appropriate fatwa. One of the panel members stated the 
board should be involved not only in the process of assessing shariah-compliance, but 
should also be involved in the process of assessing the feasibility of the investment. 
Therefore, some of the other panel members recommended a knowledge transfer to the 
National Shariah Board members.  
5.4.5 National Shariah Board involvement in Islamic project financing 
implementation in Indonesian infrastructure development 
Table 5.7 presents the panel members’ views on the National Shariah Board 
involvement in Islamic project financing implementation in Indonesian infrastructure 
projects. As shown in the table, the panel members’ views were categorised on the basis 
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of five themes. The details of each panel member’s views are presented in Appendix 2 
(Part 5). 
 
Table 5.7: National Shariah Board involvement in Islamic project financing 
implementation in Indonesian infrastructure projects  
Theme Number of panel members 
Percentage of 
panel members 
1  The National Shariah Board should have a significant role 
in Islamic project financing in Indonesian infrastructure 
projects 
6 37.5% 
2  The National Shariah Board does not have to be deeply 
involved in Islamic project financing in Indonesian 
infrastructure projects 
4 25.0% 
3 The National Shariah Board’s assessment of Islamic 
financial transactions is based on conventional financial 
concepts or stakeholders’ explanations 
4 25.0% 
4  The National Shariah Board issues the fatwa, the shariah 
opinions, and any certifications on any Islamic financing 
transactions or any projects which are associated with 
Islamic financing 
4 25.0% 
5  The National Shariah Board acts like a shariah-compliance 
consultant 
2 12.5% 
6  Regarding the infrastructure project phases, the National 
Shariah Board is partly involved in the whole process 
2 12.5% 
7  If needed, the National Shariah Board can establish a new 
working group for infrastructure projects 
1 6.25% 
 
Some of the panel members stated that the National Shariah Board should have a 
significant role in Islamic project financing in Indonesian infrastructure projects, such as 
connecting the GOI and Islamic investors and providing an endorsement for every 
institution which is using a shariah-compliant scheme. Some panel members described 
the National Shariah Board as the key stakeholder in the Islamic economic system. They 
believed that, in Indonesia, the presence of the National Shariah Board establishes a 
framework for uniform endorsement.  
However, some of the panel members stated that the National Shariah Board does 
not have to be deeply involved in Islamic project financing in Indonesian infrastructure 
projects. They believed that the National Shariah Board makes assessments of Islamic 
financing transactions based on conventional financial concepts or on the stakeholders’ 
explanations. Some panel members described the role of the board as issuing fatwa, 
shariah opinions, certifications of Islamic financing transactions and determinations of a 
project’s shariah compliance. In this regard, the National Shariah Board can act like a 
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shariah compliance consultant in infrastructure projects. In addition, the panel members 
believed it would be possible to establish a new working group in the National Shariah 
Board to deal with infrastructure projects. 
5.4.6 Influence of Indonesian culture in Islamic project financing 
implementation 
According to the panel members, culture can positively influence the implementation of 
Islamic project financing. However, some panel members stated that culture does not 
influence the implementation or only indirectly influences the implementation. Table 5.8 
presents the seven themes that emerged in the panel members’ views on the influence of 
culture on Islamic project financing implementation. The details of each panel member’s 
opinions are presented in Appendix 2 (Part 6). 
 
Table 5.8: Influence of culture on Islamic project financing implementation        
Theme Number of panel members 
Percentage of 
panel members 
1  There is a resistance to Islamic finance implementation 6 37.5% 
2 Culture can positively influence the Islamic finance 
implementation 
4 25.0% 
3  Behaviour influences Islamic finance implementation 3 18.75% 
4  Islamic finance implementation is not the Indonesian 
people’s priority 
2 12.5% 
5  Culture indirectly influences the Islamic finance 
implementation 
1 6.25% 
6  Culture does not influence the Islamic finance 
implementation 
1 6.25% 
7  Moral and religious values need to be added to society in 
order to implement Islamic finance 
1 6.25% 
 
According to some panel members, there might be a resistance in Indonesian 
culture to implementing Islamic finance. They believed it is better not to explicitly use 
the “Islamic” label or to claim that Islamic financing is superior to conventional 
financing. One panel member mentioned that, although most of the Indonesian people 
are Muslim, many of them consider that it is not important for shariah to be applied in 
daily life. Another panel member stated that Islamic products belong to the religious and 
private domain and it is better not to mix it with the public domain. 
However, a number of the panel members believed that culture can positively 
influence the Islamic finance implementation. In some regions, the community 
CHAPTER 5: DELPHI METHOD RESULTS 
 73 
acceptance of Islamic financing is easier and can be a selling point. In addition, people’s 
awareness of Islamic financing has recently been increasing. On the other hand, some 
panel members believed that culture does not influence or only indirectly influences the 
implementation of Islamic finance. They believed there is a need to add moral and 
religious values to society; in that way, Islamic financing can become significant. 
5.5. Delphi Round 2 - Questionnaire 
5.5.1 Formation of the questionnaire 
Questionnaires were used in Delphi Round 2 and Delphi Round 3 as the data collection 
tool. The first questionnaire in Delphi Round 2 was distributed in early January 2013 
through email. It was expected that the panel members would be able to return the 
completed questionnaire within two weeks. When the deadline was almost reached, a 
reminder message was sent to the panel members’ email accounts. However, most of the 
panel members did not return the questionnaire on time. A two week extension was then 
given to the panel members who had not returned the completed questionnaire, during 
which time another reminder was sent. Due to time limitations, it was decided to end 
Delphi Round 2 in early February 2013. A total of 25 invitations and questionnaires 
were sent (including invitations to five new panel member candidates), and 17 responses 
were gathered in Delphi Round 2.   
The Delphi Round 2 questionnaire consisted of three parts. The first part aimed to 
assess the infrastructure project stakeholders’ knowledge of Islamic project financing 
and to obtain agreement on the concept of Islamic project financing in infrastructure 
projects. This part contained a number of main statements and sub-statements as shown 
in Table 5.9. The sub-statements were necessary in order to minimise any ambiguity in 
the statements. For example, statement 1 was divided into five sub-statements which 
were then coded as 1a, 1b, 1c, 1d and 1e. Some statements were coded in different 
numbers although the statements were in the same group (e.g., statement 2 and statement 
3, which also contained two sub-statements).  
 
 
 
 
 
 
CHAPTER 5: DELPHI METHOD RESULTS 
74  
Table 5.9: Part 1 statements in the Delphi Round 2 questionnaire 
Group Code Statement 
Terminology 
of Islamic 
project 
financing 
1a Islamic project financing in infrastructure is an asset-based or asset-backed 
investment scheme. 
1b Islamic project financing in infrastructure is an investment through a special 
purpose company (SPC). 
1c Islamic project financing in infrastructure is an investment based on risk, profit 
and loss sharing. 
1d Islamic project financing in infrastructure is used to provide infrastructure that 
generates income. 
1e Islamic project financing in infrastructure is based on Islamic law (shariah) that 
forbids interest (riba), gambling (maysir), and excessive risk (gharar). 
Risk 
management 
2 Risk management should be conducted properly in Islamic project financing. 
Therefore, a fair proportion of profit loss sharing can be achieved. 
3a Risk management should be conducted properly in Islamic project financing. 
Therefore, it can avoid gambling (maysir). 
3b Risk management should be conducted properly in Islamic project financing. 
Therefore, it can avoid excessive risk (gharar). 
Grace period 
and source of 
financing 
4 An infrastructure project is a project with massive up-front costs and long-term 
returns without revenue during construction. Therefore, during construction, 
there should be a grace period in which investors do not receive profit. 
5 An infrastructure project is a project with massive up-front costs and long-term 
returns without revenue during construction. Therefore, it is possible for Islamic 
finance to finance a long yield period project. 
6 There are several sources to finance infrastructure development with Islamic 
project financing. Therefore, an Islamic bank is not the only source of financing. 
7 There are several sources to finance infrastructure development with Islamic 
project financing. Therefore, non-Islamic financiers can also finance the project 
as long as the contract (aqd) is shariah-compliant. 
Level of 
implementation 
8a As long as infrastructure projects are generating revenue and financially 
feasible, Islamic project financing can be used to finance them in different levels 
of public sector projects as well as in the private sector such as in central 
government. 
8b As long as infrastructure projects are generating revenue and financially 
feasible, Islamic project financing can be used to finance them in different levels 
of public sector projects as well as in the private sector such as in local 
government. 
8c As long as infrastructure projects are generating revenue and financially 
feasible, Islamic project financing can be used to finance them in different levels 
of public sector projects as well as in the private sector such as in state-owned 
enterprises. 
8d As long as infrastructure projects are generating revenue and financially 
feasible, Islamic project financing can be used to finance them in different levels 
of public sector projects as well as in the private sector such as in a private 
company. 
Factors that 
influence the 
type of 
transaction 
9a In Islamic project financing for infrastructure, the type of transaction depends 
on the aim of the transaction. 
9b In Islamic project financing for infrastructure, the type of transaction depends 
on the characteristics of the infrastructure. 
Importance of 
Islamic project 
financing 
knowledge 
10a It is important for infrastructure project stakeholders to have a good 
understanding and knowledge of the infrastructure project business. 
10b It is important for infrastructure project stakeholders to have a good 
understanding and knowledge of Islamic financing. 
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The second part of the Delphi Round 2 questionnaire aimed to get agreement 
among the panel members on the schemes and processes involved in the implementation 
of Islamic project financing in Indonesian infrastructure projects. The four topics 
covered in this part were: the infrastructure projects’ requirements; Islamic financing 
instruments; assets; and syndication and co-financing (as presented in Table 5.10). The 
types of Islamic financing instruments explored in this part of the questionnaire were the 
musharaka, mudaraba, istisna, ijara, sukuk, kafalah, murabaha and musawama.  
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Table 5.10: Part 2 statements in the Delphi Round 2 questionnaire 
Group Code Statement 
Project 
requirements 
11 The project must be ready for offer. 
12 The project must be financially feasible. 
13 The project must already be considered as a priority project. 
14 The project should have shariah-compliance endorsement (fatwa and shariah 
opinion) from the National Shariah Board. 
15 The project evaluation should be conducted regularly in order to maintain 
shariah-compliance. 
16 The land acquisition process, if needed, has been completed. 
Islamic 
financing 
instruments 
17a Islamic project financing in infrastructure consists of equity financing. 
17b Islamic project financing in infrastructure consists of debt financing. 
18a Musharaka is considered to be equity financing in Islamic project financing. 
18b Mudaraba is considered to be equity financing in Islamic project financing. 
19 The equity financing’s return is based on a profit sharing agreement in advance 
which is gained from the business of running the infrastructure in the operations 
and maintenance phase. 
20 In musharaka, both investors and the SPC will bear financial losses based on 
contributions. 
21 In mudaraba, only investors are bearing financial losses unless the losses occur 
due to mismanagement or negligence of the SPC. 
22a Istisna is considered to be debt financing in Islamic project financing. 
22b Ijara is considered to be debt financing in Islamic project financing. 
23 Istisna is used to construct a whole infrastructure or part of infrastructure. 
24 The return on istisna is based on the mark-up agreement in advance. 
25 The return on ijara is based on the infrastructure's rental utilisation agreement in 
advance which is gained from the operations and maintenance phase. 
26 Sukuk can be considered to be either equity or debt financing. 
27 Sukuk is an equity financing instrument if musharaka or mudaraba is included 
in the transaction structure. 
28 Sukuk is a debt financing instrument if istisna or ijara is included in the 
transaction structure. 
29 The sukuk return scheme is based on the transaction structure. 
30 It is possible to finance new infrastructure with sukuk. 
31 Kafalah in infrastructure Islamic financing is needed to mitigate risk. 
32 Kafalah is shariah-compliant because the process is based on asset and 
optimum risk allocation. 
33a Murabaha and musawama are not considered to be mode of financing. 
33b Murabaha and musawama are considered to be sale transaction. 
34 Murabaha and musawama transactions are considered to be debt transactions if 
the payment is on a deferred basis. 
35 The sale transaction in Islamic project financing is the last option of financing 
when other financing schemes cannot be conducted. 
Assets 
36 During the construction phase, land can be used as collateral/underlying asset in 
Islamic project financing. 
37 During the operations and maintenance phase, both land and the built 
infrastructure can be used as collateral/underlying asset in Islamic project 
financing. 
Syndication 
and co-
financing 
38 If one Islamic financial institution cannot fully finance a whole infrastructure 
project then it is possible to establish a syndicate among several Islamic 
financiers. 
39 If one Islamic transaction cannot fully finance a whole infrastructure project 
then it is encouraged to create several transactions. 
40 If Islamic financier syndication cannot fully finance a whole infrastructure then 
it is possible to form a collaboration with non-Islamic financiers. 
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The third part of the Delphi Round 2 questionnaire aimed to get conformity on the 
supporting laws, regulations and institutions involved in the implementation of Islamic 
project financing in infrastructure projects. The panel members’ opinions on taxation 
issues, stakeholders’ knowledge and capacity building improvement, the National 
Shariah Board involvement, the use of long-term funds and government commitment 
were solicited in this part (as presented in Table 5.11). Appendix 3 presents the cover 
letter, the questionnaire and the overall results from Delphi Round 2.    
 
Table 5.11: Part 3 statements in the Delphi Round 2 questionnaire 
Group Code Statement 
Laws and 
regulations 
41 Current laws and regulations related to Islamic project financing in infrastructure 
need to be improved. 
Taxation 
issues 
42a The contract (aqd) in Islamic financing is unique and limited only to one legal 
subject. However, several transactions in Islamic project financing for 
infrastructure might occur in one contract. Therefore, to decrease the cost of 
financing in Islamic financing transactions, tax treatments should be 
distinguished. 
42b The contract (aqd) in Islamic financing is unique and limited only to one legal 
subject. However, several transactions in Islamic project financing for 
infrastructure might occur in one contract. Therefore, to decrease the cost of 
financing in Islamic financing transactions, there should be tax incentives. 
Stakeholders’ 
knowledge 
and capacity 
building 
improvement 
43 To improve knowledge and capacity building among infrastructure stakeholders 
regarding Islamic project financing in infrastructure knowledge, regular training 
and workshops on Islamic project financing in infrastructure should be conducted. 
44 To improve knowledge and capacity building among infrastructure stakeholders 
regarding Islamic project financing in infrastructure knowledge, there should be 
an institution that is responsible for the improvement. 
The National 
Shariah 
Board’s 
involvement 
45 The National Shariah Board involvement is needed in Islamic project financing 
for infrastructure projects. Therefore, the National Shariah Board needs to have a 
solid and consistent perception of Islamic project financing for infrastructure 
projects when issuing fatwa. 
46 The National Shariah Board involvement is needed in Islamic project financing 
for infrastructure projects. Therefore, the National Shariah Board should not only 
be involved in the shariah compliance assessment but should also be involved in 
the project investment feasibility. 
47 The National Shariah Board involvement is needed in Islamic project financing 
for infrastructure projects. Therefore, if needed, a new working group in the 
National Shariah Board shall be established to focus on infrastructure. 
Use of long-
term funds 
48a It is encouraged to use long-term funds such as insurance funds. 
48b It is encouraged to use long-term funds such as hajj endowment funds. 
48c It is encouraged to use long-term funds such as pension funds. 
Government 
support and 
commitment 
49 Government support and commitment of infrastructure project development are 
needed. Therefore, in all level, governments should have strong commitment to 
undertake infrastructure project. 
50a Government support and commitment of infrastructure project development are 
needed. Therefore, the support scheme should be clear. 
50b Government support and commitment of infrastructure project development are 
needed. Therefore, the support procedure should be clear. 
 
CHAPTER 5: DELPHI METHOD RESULTS 
78  
5.5.2 Questionnaire results 
The output of the questionnaires was tabulated and analysed. In order to assist the 
analysis, the Likert-scale responses were transformed into numbers. ‘Strongly disagree’, 
‘Disagree’, ‘Not sure’, ‘Agree’ and ‘Strongly agree’ were transformed into -2, -1, 0, 1 
and 2, respectively. As explained above in Section 5.2.2, the consensus rate in most 
research is more than 51%. However, it was decided in this research that the consensus 
rate for a statement should be more than 55%. A total of three steps were taken in order 
to determine whether or not the panel members’ views on a statement had reached 
consensus. Figure 5.2 describes the process of analysis in Delphi Round 2.  
 
 
Figure 5.2: Process of analysis in Delphi Round 2 
 
Start Data are tabulated and 
transformed into numbers 
Data are examined and analysed (Percentage 
of “Agreement, Uncertainty, Disagreement”, 
Mode, Median, IQR, Mean and Standard 
deviation) 
Percentage of “Agreement, 
Uncertainty or 
Disagreement” for a 
statement is more than 70% 
Yes 
No 
The statement 
reaches consensus  
End The statement needs to be carried 
on to Delphi Round 3 
Yes 
No 
The mode and the 
median of the statement 
are the same  
The standard deviation 
is less than 1 
Percentage of “Agreement, 
Uncertainty or Disagreement” 
for a statement is less than 
55% 
No 
No 
Yes 
Completed questionnaires 
are received 
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In the first step, if the percentage of agreement, uncertainty or disagreement is 
already more than 70%, then the statement will be considered to have reached 
consensus. In the second step, if the percentage of agreement, uncertainty or 
disagreement is between 55%-70% and the value of the median is the same as the value 
of the mode, then the statement will be considered to have reached consensus. In the 
third step, if the percentage of agreement, uncertainty or disagreement is between 55%-
70% and the median does not equal the mode but nevertheless the values of the mean 
and the standard deviation are close (standard deviation less than 1), then the statement 
will be considered to have reached consensus. If a statement does not meet the 
conditions considered in these three steps, then the statement will be carried on to Delphi 
Round 3.  
Based on the analysis as described in Figure 5.2, most of the statements reached 
consensus and most of the statements were considered to have reached consensus in the 
first step, because more than 70% of the panel members expressed agreement on those 
statements. However, seven statements did not satisfy the condition in step 1 and 
required further consideration as the rate of agreement on those statements was between 
55%-60%. For six of the statements (statements 1b, 13, 24, 34, 40 and 48b), the values 
of the mode were equal to the values of the median (as presented in Table 5.12 to Table 
5.17). For one statement (statement 22b), the mode did not equal the median; however, 
the standard deviation was less than one. Table 5.18 presents the detailed results for 
statement 22b. The results of Delphi Round 2 are presented in full in Appendix 3.  
 
Table 5.12: Delphi Round 2 results – Statement 1b. Islamic project financing in 
infrastructure is an investment through a special purpose company (SPC) 
Indicator Value 
Agreement 59% 
Not Sure 24% 
Disagreement 18% 
Mode ‘Agree’ (35%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Agree’  
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Table 5.13: Delphi Round 2 results – Statement 13. The project must already be considered as 
a priority project 
Indicator Value 
Agreement 65% 
Not Sure 12% 
Disagreement 24% 
Mode ‘Agree’ (35%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Strongly agree’  
 
Table 5.14: Delphi Round 2 results – Statement 24. The return on istisna is based on the 
mark-up agreement in advance 
Indicator Value 
Agreement 65% 
Uncertainty 24% 
Disagreement 12% 
Mode ‘Agree’ (41%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Agree’  
 
Table 5.15: Delphi Round 2 results – Statement 34. Murabaha and musawama transactions 
are considered to be debt transactions if the payment is on a deferred basis 
Indicator Value 
Agreement 65% 
Not Sure 29% 
Disagreement 6% 
Mode ‘Agree’ (47%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Agree’ 
  
Table 5.16: Delphi Round 2 results – Statement 40. If Islamic financier syndication cannot 
fully finance a whole infrastructure then it is possible to form a collaboration with non-Islamic 
financiers 
Indicator Value 
Agreement 59% 
Not Sure 18% 
Disagreement 24% 
Mode ‘Agree’ (35%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Agree’  
 
Table 5.17: Delphi Round 2 results – Statement 48b. It is encouraged to use long-term funds 
such as hajj endowment funds 
Indicator Value 
Agreement 65% 
Not Sure 12% 
Disagreement 23% 
Mode ‘Agree’ (47%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Agree’  
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Table 5.18: Delphi Round 2 results – Statement 22b. Ijara is considered to be debt financing 
in Islamic project financing 
Indicator Value 
Agreement 65% 
Uncertainty 29% 
Disagreement 6% 
Mode ‘Strongly agree’ (35%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Strongly agree’  
Mean 0.94 
Standard deviation 0.97 
 
It was necessary to return four statements to the panel members because the 
percentages of agreement, uncertainty or disagreement were less than 55%. Therefore, a 
third round of the Delphi study was conducted. Table 5.19 to Table 5.22 present the 
statements that needed to be reconsidered by the panel members in Delphi Round 3. 
 
Table 5.19: Delphi Round 2 results – Statement 4. An infrastructure project is a project with 
massive up-front costs and long-term returns without revenue during construction. Therefore, 
during construction, there should be a grace period in which investors do not receive profit 
Indicator Value 
Agreement 53% 
Uncertainty 23.5% 
Disagreement 23.5% 
Mode ‘Strongly agree’ (41%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Strongly agree’ 
 
Table 5.20: Delphi Round 2 results – Statement 33a. Murabaha and musawama are not 
considered to be mode of financing 
Indicator Value 
Agreement 53% 
Uncertainty 35% 
Disagreement 12% 
Mode ‘Not sure’ (35%) 
Median ‘Agree’ 
IQR Between ‘Not sure’ and ‘Agree’ 
 
Table 5.21: Delphi Round 2 results – Statement 35. The sale transaction in Islamic project 
financing is the last option of financing when other financing schemes cannot be conducted 
Indicator Value 
Agreement 29.4% 
Uncertainty 41.2% 
Disagreement 29.4% 
Mode ‘Not sure’ (41.2%) 
Median ‘Not sure’ 
IQR Between ‘Disagree’ and ‘Agree’  
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Table 5.22: Delphi Round 2 results – Statement 46. The National Shariah Board involvement 
is needed in Islamic project financing for infrastructure projects. Therefore, the National 
Shariah Board should not only be involved in the shariah compliance assessment but should 
also be involved in the project investment feasibility  
Indicator Value 
Agreement 41% 
Uncertainty 18% 
Disagreement 41% 
Mode ‘Disagree’ (35%) 
Median ‘Not sure’ 
IQR Between ‘Disagree’ and ‘Agree’  
 
In Delphi Round 2, the panel members were also asked to provide comments on a 
group of statements. Table 5.23 presents the panel members’ comments. In the 
comments, some panel members explained the reasons for their agreement or 
disagreement with the statements. Some panel members provided additional opinions on 
the statement.  
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Table 5.23: Delphi Round 2 - Questionnaire results (Comments) 
Statement 
Group  Comments 
1 No 1c: Agree and disagree because it could be equity financing and debt financing (question Part 2 No. 
17b). [SD] 
No. 1d: Can be used either for generates income project or non-generates income project (e.g. 
public/government project). [DA] 
I am not very sure whether Islamic Project Financing can perform properly without modern business 
concept. [JA] 
No. 1d: It can be applied for providing social infrastructure (i.e. hospital/school etc.). [FA] 
Islamic fund could be used. [KB]          
2-3 It may not be able to avoid or eliminate the risks entirely. [AA] 
Risk analysis will always [be] require[d] in order to share risk and risk avoidance. [JA]                                      
4-5 Infrastructure investment may not be for greenfield projects only, but can also be for brownfield ones (no 
or small portions of construction works). It does not even receive revenue (prior to the profit). [AA] 
No. 4: for several aqd, e.g. ijarah mawsufah fi al-zimmah (forward lease agreement) investors still can 
receive profit during construction. [DA] 
Grace period should not only during construction but can be extended to some period during operation to 
sustain. [JA]  
Investment fund is usually long term. [KB] 
Investors need profit to pay back their loan, there should be grace period for Islamic financier, it is hard 
for Islamic financiers to provide long-term loan since the difficulties to access insurance and derivatives. 
[CA]  
6-7 Whatever source of fund but shariah is considered. [KB] 
8 For public projects can be non-generating revenue e.g. government office building, road, bridge, port etc. 
[DA] 
Central and Local government prefer to "benefit" impact. [BA] 
Agreed of project generating revenue, can be used Islamic fund. [KB]   
9 Infrastructure characteristics, e.g.: profile of user/beneficiary, provided services. Is it? [AA] 
Islamic project financing is proper. [KB] 
10 Understanding Islamic finance may enhance understanding on risks surrounding the transaction (for 
structuring, etc.). [AA] 
Understanding comprehensively for infrastructure project business is mandatory for project success as a 
whole. [JA] 
Yes, stakeholder [need] to understand well. [KB] 
11-16 In case of PPP, the project must be economically viable (as the less financially viable project can be 
either subsidised or procured as government budget project). [AA] 
No. 12: The project should be economically feasible, not sure if it is possible for financially marginal 
projects. [FA] 
22-25 According to me, istisna and ijara are not debt financing. Both are scheme of sales transaction. [BA] 
31-32 As there is ongoing study in MOF on applying this to PPP projects in Indonesia, kafalah may be strongly 
related to the guarantee instrument provided by IIGF [Indonesia Infrastructure Guarantee Fund]. [AA] 
40 As long as the aqd is shariah-compliant. [DA] 
To meet shariah compliance, co-financing should be set up by Islamic financing institutions only. 
Nevertheless, in sale transaction, SPV could be made contract with a conventional ones. [BA] 
No. 40: As long as the structure itself is shariah-compliant. [WE]  
41 Although the answer may be the same, do you mean globally or regionally or locally (Indonesia)? [AA] 
In Indonesia context including the potential of this structure. [WE]                 
42 Need to strategically develop this in the form of giving sweeteners on the transaction. [WE]          
45-47 No. 46: The DSN [National Shariah Board] involvement should be focused on the transaction structure. 
[WE]  
No. 47: No need to establish new body, need to develop and build the capacity of the existing bodies. 
[WE] 
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5.6. Delphi Round 3 - Questionnaire 
5.6.1 Questionnaire formation 
The Delphi Round 3 questionnaires were sent through email in early March 2013 to the 
panel members who participated in Delphi Round 2. It was expected that panel members 
would return the questionnaire within one week. A reminder was sent via email to the 
panel members who had not responded, and 13 responses were gathered in Delphi 
Round 3 until the closure of the round at the end of March 2013. 
The Delphi Round 3 questionnaire consisted of two parts. The first part of the 
questionnaire included four statements to which the panel members were asked to 
respond. The panel members were asked to “consider and confirm” or “reconsider and 
change” their Delphi Round 2 answers. In the second part of the questionnaire, no 
response from the panel members was required. This part was a summary of the 
statements that had already reached consensus in Delphi Round 2. The percentages of 
agreement, uncertainty and disagreement in the Delphi Round 2 results were presented 
in the summary. The cover letter and the questionnaire used in Delphi Round 3 are 
presented in Appendix 4. 
5.6.2 Questionnaire results 
The process of analysing the Delphi Round 3 data was the same as the process followed 
in Delphi Round 2. However, due to the different number of panel members in the two 
rounds, a comparison was also conducted without including the Round 2 panel members 
who were not involved in Round 3. Table 5.24 presents the results of Delphi Round 3.  
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Table 5.24: Delphi Round 3 - Questionnaire results (All tabulation) 
State-
ment 
Mode 
(%) Median IQR 
Agree-
ment 
Uncer-
tainty 
Disagree-
ment n Remark 
4 SA 
(41%) 
A NS-SA 53% 23.5% 23.5% 17 Round 2 result 
 SA 
(38%) 
A NS-SA 54% 23% 23% 13 Round 2 result without 
counting panel members 
who were not participating 
in Round 3 
 SA 
(46%) 
A D-SA 62% 8% 31% 13 Round 3 result 
33a NS 
(35%) 
A NS-A 53% 35% 12% 17 Round 2 result 
 A 
(38%) 
A NS-A 54% 31% 15% 13 Round 2 result without 
counting panel members 
who were not participating 
in Round 3 
 A 
(54%) 
A D-A 54% 8% 38% 13 Round 3 result 
35 NS 
(41%) 
NS D-A 29% 41% 29% 17 Round 2 result 
 D 
(38%) 
NS D-A 31% 31% 38% 13 Round 2 result without 
counting panel members 
who were not participating 
in Round 3 
 D 
(38%) 
NS D-A 31% 23% 46% 13 Round 3 result 
46 D 
(35%) 
NS D-A 41% 18% 41% 17 Round 2 result 
 D 
(38%) 
NS D-A 38% 15% 46% 13 Round 2 result without 
counting panel members 
who were not participating 
in Round 3 
 D 
(31%) 
NS D-A 46% 15% 38% 13 Round 3 result 
 
Among the four statements in the Delphi Round 3 questionnaire, only one 
statement (statement 4) reached consensus with a percentage of agreement of more than 
55%. Six panel members strongly agreed and two panel members agreed that there 
should be a grace period during the construction phase in which investors do not receive 
profit. For statement 33a, seven of the thirteen panel members agreed that murabaha and 
musawama are not modes of financing. Although the percentage of agreement was less 
than 55%, it was determined that this statement reached consensus because more than 
half the panel members agreed with it. In addition, compared to the Delphi Round 2 
result, the level of agreement with this statement did not change in the third round. 
However, it is noted that some panel members reconsidered and changed their response 
to this statement from uncertain to disagreement.        
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For statement 35 and statement 46, the results in Delphi Round 3 remained less 
than 55%. Six panel members disagreed that the sale transaction in Islamic project 
financing is the last option of financing when other financing schemes cannot be 
conducted. Six panel members agreed that the National Shariah Board should not only 
be involved in the assessment of shariah compliance but should also be involved in the 
assessment of the investment feasibility. 
It was not possible to conduct an additional round in the Delphi study. As the 
number of participating panel members had decreased in the third round, it was decided 
that the Delphi study should stop after that round. The panel members’ comments were 
then analysed for further consideration. Table 5.25 presents the comments of the panel 
members in Delphi Round 3. 
           
Table 5.25: Delphi Round 3 - Questionnaire results (Comments) 
State-
ment Comments 
4 Construction phase typically becomes the period when the infrastructure/facility (for generating revenue) 
is being prepared. Thus, generally it is not possible to make any profit (from the revenue). Anyway, there 
is a case when the project is terminated early during construction (due to authority default?), the investor 
may be able to gain 'profit' from the authority compensation. [AA-Agree] 
A grace period for investor is not part of the standard procedures that must be met in a contract. [BA-
Disagree]                                                                
For several aqd, e.g. ijarah mawsufah fi al-zimmah (forward lease agreement) investors still can receive 
profit during construction. [DA-Strongly disagree] 
Theoretically agreed, but for bank perspective should be justified since the bank's funding sources comes 
from third parties. [IA-Not sure] 
Investor should take this into account when they formulate and model financial cash flow of the project. 
[HA-Strongly agree]                                                                                                                                                                    
33a Musawama is considered as typical sale transaction [which] proceeds with the bargain/negotiation by 
parties. [AA-Agree] 
Both are types of sale transactions instead of a scheme of financing. [BA-Agree]                                                                                                
It is part of the modes of financing. [UD-Disagree] 
I don't have enough knowledge about these two terms [FA-Not sure] 
Mark-up sale in which both parties know the cost price or not knowing the precise cost price violate the 
principles of project financing and as such cannot be considered as mode of financing. It could also create 
uncertainties and not in line with shariah financing. [HA-Agree] 
35 Sale transaction is different with financing. [BA-Disagree] 
I don't have enough knowledge about these two terms [FA-Not sure]                                                                                            
Allah has permitted trade and has forbidden interest (QS2:275). [IA-Disagree]  
Different kind of shariah financing could enrich the knowledge and experience of investors and project 
owners (i.e. government and private sector) without shifting the ownership of the project. [HA-Agree]                                                                                 
46 The viability evaluation for shariah investment is slightly different with conventional one (as it must not 
use interest-based methodology). Thus, the board may have to provide the standard 
analytical/methodology for the shariah-compliant one. [AA-Agree]                                                                                            
Shariah compliance is supposed to be proved in every process. [BA-Agree] 
The Board works for the conceptual level of project financing. It observes the good conducts of any 
transaction using shariah financing and as a gate keeper for full compliance of the principles of shariah 
financing. As such the Board should not [be] involve[d] in the feasibility of investment which is the 
domain of the investor and financiers. [HA-Disagree]                                                                                                 
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5.7. Summary 
This chapter reported the results of the Delphi study conducted in this research. The 
purpose of gathering and analysing data through the Delphi method was to answer the 
second research question on Indonesian infrastructure project stakeholders’ 
understanding of Islamic project financing and the third research question on the 
possible barriers that can hinder the implementation of Islamic project financing. 
Overall, the Delphi study revealed consensus agreement among the panel 
members on a wide range of statements about Islamic project financing in Indonesian 
infrastructure projects. However, there was one consensus disagreement on a statement 
about sale transactions in Islamic project financing as the last option when other 
financing schemes cannot be implemented.        
The next chapter discusses the ways in which Islamic project financing can be 
implemented in Indonesian infrastructure development. This discussion reflects on the 
answers derived for each research question through the case studies and the Delphi 
study.  
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CHAPTER 6: DISCUSSION 
6.1. Introduction 
The aim of this research, as set out in Chapter 1, is to identify the conditions necessary 
for the implementation of Islamic project financing in Indonesian infrastructure projects. 
This aim can be achieved by answering the three research questions proposed in Chapter 
3: (1) What are the current practices of Islamic financing implementation in Indonesian 
infrastructure projects? (2) What understanding do Indonesian infrastructure project 
stakeholders have of Islamic project financing? (3) What are the possible barriers that 
can hinder the implementation of Islamic project financing in Indonesian infrastructure 
projects?   
A case study focusing on four infrastructure projects that utilised an Islamic 
financing scheme was used to answer the first research question. The results of the case 
study were presented in Chapter 4. The Delphi method was applied to answer the second 
and third research questions, and the results were presented in Chapter 5. Having 
presented the results of the case study and Delphi study in detail, this chapter discusses 
the overall findings of the research. 
Section 6.2 discusses the current practices in Islamic financing implementation in 
Indonesian infrastructure projects, drawing largely on the case study results. Section 6.3 
discusses the understanding of Islamic project financing among Indonesian infrastructure 
project stakeholders, drawing on the Delphi study results. Section 6.4 discusses possible 
barriers which could hinder the implementation of Islamic project financing; this 
discussion also draws on the Delphi study results. Section 6.5 presents a proposition on 
Islamic project financing in Indonesian infrastructure development. Finally, the chapter 
concludes by presenting a revised conceptual model of Islamic project financing.    
6.2. Current practices in Islamic financing implementation in Indonesian 
infrastructure projects 
At the time of this study, Islamic finance schemes had been implemented in some 
infrastructure projects in Indonesia. The agreements used to finance the infrastructure 
projects included murabaha (such as in the Mini Hydro A project, Mini Hydro B project 
and initial financing of the Mini Hydro C project), musharaka (such as the final 
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financing of the Mini Hydro C project) and istisna (such as in the Belawan Port 
Development project). Murabaha and musharaka agreements that are established 
between an SPV and a domestic Islamic bank are considered as working capital in 
infrastructure project financing (Usmani, 2002). The transactions used in murabaha 
agreements are usually designed to provide parts of an infrastructure asset. In the mini 
hydropower plant projects investigated in this study, the finance was utilised to provide a 
power plant generator within a selling and buying scheme with deferred payments. In the 
musharaka agreement, the equity provided by the Islamic bank was also utilised to 
construct the power plant.  
It has been noted in the literature that the murabaha agreement or transaction is the 
most popular agreement or transaction in Islamic banking (Al-Ajmi, Hussain & Al-
Saleh, 2009; Ismal, 2010b; Khan, 2010). The results of the case study in Chapter 4 also 
indicated that the murabaha was the most common transaction used in infrastructure 
financing. The murabaha is usually chosen because this facility offers short-term 
financing and can be used to find the working capital for construction. By definition, a 
murabaha is a trading (selling and buying) instrument in which the payment can be 
made in a single payment or in instalments. The murabaha poses the least risk from the 
perspective of an investor.  
In a murabaha agreement, the power plant SPV still has to pay an instalment to 
the bank even during the construction phase, because this condition really depends on 
the agreement negotiated between both parties. A grace period in which the principal is 
not returned can be granted, but the mark-up fee still has to be paid during construction. 
Although paying profits for a murabaha transaction is acceptable in shariah-compliant 
financing, this can add another cost for the SPV during the construction period. 
Therefore, the SPV has to use the equity to pay the profit.   
In contrast to murabaha financing, a profit sharing has to be paid in musharaka 
financing when a project has gained revenue or profit. However, in the case studies of 
the mini hydropower plant projects, the SPV still has to pay the profit sharing even 
during construction. This condition is not in accordance with the shariah principle of 
profit and loss sharing, because the SPV is required to pay the profit up-front. Compared 
with Western project financing, this up-front payment is similar to interest during 
construction.  
Transactions between a domestic bank and an SPV can be considered as shariah-
compliant. However, in the implementation of Islamic financing in infrastructure 
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projects, there are some challenges that need to be addressed. First, the Islamic bank 
should be able to find a customer (SPV) which is experienced in the infrastructure 
project business; therefore, it is expected that an Islamic bank can act as a trustee for the 
depositors. As a result, it is preferable for a musharaka or mudaraba transaction to be 
established between the infrastructure SPV and the Islamic bank. The lessons learned by 
Islamic banks in other countries can be applied in the Indonesian context, as suggested 
by one of the Delphi panel members in this study. For example, in Iran, an Islamic bank 
announces a list of infrastructure projects that are going to be financed by the bank. 
Thus, the Iranian public can select which project will go ahead as an investment. This 
lesson learned provides an advantage to the SPV because within the musharaka scheme, 
the SPV might not have to share any profit with the bank. This is because the public 
(such as the Islamic bank’s depositors) were aware that during the construction phase 
they would not receive any profit.  
The second challenge is related to the asset used as collateral by the domestic 
Islamic bank. In the case study, it was revealed that the domestic Islamic banks required 
collateral from the SPV in both murabaha and musharaka agreements. Collateral is 
usually needed as a guarantee from the SPV to the bank. However, in the istisna 
agreement between the international Islamic development bank and the GOI regarding 
the Belawan Port project, there was no collateral requirement mentioned. According to 
Hassan and Soumaré (2006), the involvement of government enhances the 
creditworthiness of an SPV. In the context of Belawan Port project, the GOI 
involvement influences the creditworthiness of the project. Therefore, collateral is 
acceptable in an agreement. However, in Islamic project financing, the asset which can 
be used as collateral should correspond with the project financing principle, which is 
limited or non-recourse. In the present study, the Delphi panel members agreed that land 
and/or the built infrastructure can be used as collateral or as an underlying asset. 
Therefore, it is expected that an SPV could distinguish the asset used as collateral in the 
project. An SPV does not have to use personal assets as collateral for an Islamic 
financing agreement, especially in musharaka and mudaraba agreements. Unlike 
Western financing, the musharaka financing agreement does not require collateral and 
an SPV does not have to incur a heavy burden of debt or any other kind of disparate 
obligation (Ahmed, 2008). Although the use of projected cash flow as collateral has not 
yet received shariah compliance endorsement from the National Shariah Board in 
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Indonesia, a projected cash flow complemented by an off-taker agreement could be used 
as collateral.  
The third challenge, related to the first and second challenges, is that Islamic banks 
and Islamic financiers must understand the infrastructure business. Although an SPV has 
conducted a feasibility study of the project, the Islamic bank or Islamic financier is also 
obliged to analyse and evaluate the project properly. It is the duty of an Islamic bank to 
conduct an in-depth financial study (Usmani, 2002) and ensure that a project is profitable 
and feasible. In the present study, the Delphi panel members strongly agreed that all the 
project stakeholders must understand both the infrastructure project business and Islamic 
financing schemes. 
The case study results indicate that it is possible to use Islamic financing 
transactions in medium-term projects and that it is possible to extend the period. This is 
also reflected in the panel members’ strong agreement that it is possible for Islamic 
finance to be used in long yield period projects. Therefore, the stakeholders’ concern 
about the mismatch in the duration between Islamic financial transaction maturity 
(usually short-term) and infrastructure project financing needs (usually long-term), as 
identified in Chapter 5 (Section 5.4.3), should be addressed.    
6.3. Indonesian infrastructure project stakeholders’ understanding of Islamic 
project financing 
In the interviews and questionnaires conducted in the Delphi study, the panel members 
presented their understanding on shariah-compliant infrastructure projects, shariah-
compliant financing schemes, the basic principles of Islamic finance, the concept of the 
Islamic financing scheme, the concept of infrastructure project financing, the concept of 
Islamic project financing in infrastructure, and the sources of Islamic project financing in 
infrastructure. However, in regard to the panel members’ knowledge in further detail on 
topics such as Islamic finance transactions or the sources of Islamic finance, there were 
divergences in the panel members’ statements, especially in the context of murabaha 
and musawama arrangements. 
Most of the panel members agreed that murabaha and musawama are considered 
as sales transactions and debt transactions, if the payment is on a deferred basis. This 
view corresponds with the murabaha and musawama original principles. The panel 
members agreed that murabaha and musawama are not modes of financing. However, 
the panel members disagreed on whether these transactions should be the last option of 
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financing when other Islamic financing schemes cannot be implemented. Musharaka or 
mudaraba are the ideal modes of financing in the Islamic economy; however, when 
difficulties occur in practical situations it is permissible to use murabaha or musawama 
on a deferred payment basis (Usmani, 2002). The disagreement among the panel 
members about the use of murabaha and musawama as the last option of financing 
might be influenced by the situation in Indonesia where the most commonly used 
transaction in Islamic banking is the murabaha. The preference for using the murabaha 
transaction occurs because of moral hazard and the asymmetrical information held by 
Islamic bank depositors (Khan, 2010).  
Islamic financing has its own specific purpose while Western financing has the 
specific purpose of lending money. Lending money in Islamic financing must not 
include interest (riba). In Western financing, lending money is considered as an 
investment. That is another difference between Islamic finance and Western finance. The 
stakeholders must understand the type of financing that is going to be selected. The 
results of the present study indicate that the stakeholders’ understanding of Islamic 
finance is limited: they just understand the terms which are translations of the 
conventional terms into Arabic terms. Based on the panel members’ responses and 
comments, it appears that the stakeholders in Indonesian infrastructure projects are not 
aware of the essential principles of investment or business involving Islamic finance in 
infrastructure projects.   
The use of Arabic terminology in Islamic finance is one of the issues that create 
barriers to the implementation of Islamic project financing in infrastructure projects. 
Most infrastructure business stakeholders are not familiar with the terminology; 
moreover, they are not familiar with the concept of each financing agreement or 
transaction scheme. On one hand, it can be argued that there is no need to use Arabic 
terminology, as long as the financing concept is shariah-compliant. It might be easier for 
Indonesian infrastructure project stakeholders to understand the concepts if the local 
language is used. For example, in Iran, the transaction terms used in Islamic banks are in 
the Iranian language and the transactions are still shariah-compliant. The present 
research does not directly explore the question of which language should be used in 
Islamic project financing in Indonesia. However, it is noted that as Arabic is a language 
used around the world and has words with specific meanings, it is advisable to use 
Arabic. Therefore, in order to remove a barrier to the implementation of Islamic 
financing in Indonesian infrastructure projects, infrastructure project stakeholders should 
CHAPTER 6: DISCUSSION 
94  
be expected to understand the terminology for the basic transactions in Islamic finance 
such as musharaka, mudaraba, sukuk, istisna, ijara, murabaha, musawama and kafalah. 
Infrastructure project stakeholders must also understand the concept of project 
financing. Infrastructure project stakeholders must understand the different concepts of 
project financing and project finance. Some of the stakeholders might not distinguish 
between these two concepts. Based on the panel members’ responses and statements, it 
appears that the belief that financing a project is the same as project financing is 
common among the infrastructure project stakeholders. This misunderstanding leads to a 
perception that conventional banks or Islamic banks, especially in Islamic project 
financing, play the most important role as the source of finance in infrastructure project 
financing, whereas the source of finance in infrastructure projects does not have to be 
from banks. 
6.4. Barriers to Islamic project financing in Indonesian infrastructure projects 
The possible barriers which could hinder the implementation of Islamic project financing 
in Indonesian development were identified in the Delphi Round 1 interviews. The results 
of Delphi Round 2 and Delphi Round 3 also indicated that the stakeholders’ 
understanding of Islamic financing transactions might create another barrier. For 
example, this was indicated in the level of consensus regarding the statements on the use 
of murabaha and musawama transactions and the role of the National Shariah Board. 
The panel members indicated that Islamic financial institutions had limited 
capability to finance infrastructure projects. However, most of the panel members had 
also reached agreement that the source of finance can be anywhere as long as it is 
shariah-compliant. In addition, it is possible to establish a syndicate of several financiers 
(or Islamic banks) to finance infrastructure projects and it is also possible to establish a 
co-financing transaction with non-Islamic financial institutions. The situation is seen in 
projects such as the SCECO Power Project in Saudi Arabia which was financed by a 
combination of Islamic and conventional banks (McMillen, 2001). However, in such an 
arrangement, it must be assured that every transaction is shariah-compliant.      
Islamic finance is expensive in terms of the cost of the transactions. As seen in the 
case study of the hydropower plant project which utilised a murabaha financing scheme 
(such as in the Mini Hydro A project, Mini Hydro B project and initial financing of the 
Mini Hydro C project), many transaction fees must be paid by the SPV such as 
administration fees and notary fees. The fee that overburdened the SPV in particular was 
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the notary fee because it was necessary for every aqd made between the SPV and the 
bank to be established in front of a notary and the fee must be paid by the SPV. In 
addition, several aqds might be made based on one wa’ad. Another fee that affected the 
cash flow of the SPV was the profit that had to be paid up-front, even during the 
construction period. This profit payment not only affected the SPV cash flow, but also 
meant that the transaction was not compliant with the shariah principles. In Islamic 
finance, no payment should be made when the asset has not yet been delivered to the 
SPV. This high cost of transactions might influence the attractiveness of Islamic 
financing. However, there are other considerations of choosing Islamic financing scheme 
because Islamic financing has advantages such as in cultural acceptance and the desire to 
avoid riba. Therefore, there should be additional policy to reduce this transaction cost in 
order to increase Islamic finance attractiveness.    
A similar opinion was also evident in the Delphi Round 1 interview results. Some 
panel members mentioned that the cost of the funds in Islamic finance is high. Some 
panel members explained that this happens because of the up-front profit payment; 
others stated that it is because the Islamic finance is an equity authorisation scheme, and 
the cost of equity is higher than the cost of debt. In this case, the cost of the funds in 
Islamic finance might be reduced if the notary does not have to be present in every 
transaction. In Indonesia, every transaction is subject to taxation. This taxation also 
increases the transaction fees. It is expected that the GOI can distinguish the taxation 
liabilities for Islamic finance transactions. Most of the panel members agreed that 
Islamic financial transactions can be subject to different treatment in the taxation 
framework due to the principle of one aqd for one purpose of transaction. 
It is understandable that investors would prefer to receive high returns in a short 
period and to invest in a favourable and secure project. However, in infrastructure 
projects, there are times such as during the construction phase when investors in an 
Islamic financing scheme cannot receive a profit. The panel members’ stance on this 
situation indicated that investors are not ready to accept that there would be no return or 
payment during construction, let alone ready to accept a loss. The statement on the grace 
period and no payment of profits had to be reconsidered in Delphi Round 3, although 
most of the panel members agreed with the statement in the final results.   
Based on the analysis of the Delphi Round 1 interviews, a resistance to 
implementing Islamic project financing was identified from the perspective of cultural 
acceptance. Nevertheless, there was agreement that culture can positively influence the 
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implementation of Islamic project financing in Indonesian infrastructure projects. The 
resistance possibly occurs because most Indonesians are not aware of Islamic financing. 
The Islamic financing system is not taught in primary or secondary education, even 
though the majority of Indonesian people are Muslim. Relatively few Indonesians learn 
about Islamic financing scheme in their tertiary education. Therefore, an understanding 
of shariah-compliant financing should be introduced early in education. Parker (2011) 
stated that better communication about Islamic financing products could increase the 
acceptance of the products, especially because the use of Islamic financing schemes has 
been growing rapidly. 
Most of the panel members in the present study agreed that the National Shariah 
Board should be involved in the assessment of shariah compliance and in the assessment 
of project investment feasibility; however, the number of panel members who disagreed 
was almost equal. The case study of the hydropower plant projects and the port 
development project indicated that the National Shariah Board was not involved in those 
projects. Overall, it is concluded that the involvement of the National Shariah Board in 
Indonesian infrastructure development is essential, but not necessarily at a deep level. 
The board’s involvement is, and should be, limited to assessing whether a transaction is 
shariah-compliant or whether a project complies with the shariah principles. The 
involvement of the board is necessary in order to ensure shariah compliance; however, 
its deeper involvement could be a possible impediment to the execution of projects. In 
order to ensure shariah compliance, the members of the National Shariah Board need to 
have a solid understanding of Islamic project financing for infrastructure to inform the 
process of fatwa decision-making. 
6.5. A proposition of Islamic project financing in Indonesian infrastructure 
development 
In murabaha, the profit can be paid and the principal can be returned when the asset has 
been installed. In musharaka or mudaraba, the profit can be shared when revenue has 
been generated and the principal can then be returned at the end of the agreement. There 
is no profit terminology in an ijara transaction; however, the rental fee that must be paid 
by the SPV is actually similar to the profit. There is no profit shared in an istisna 
scheme; however, profit is shared and the principal is returned based on the wa’ad 
established immediately after the istisna wa’ad ends. A valuation of the built asset is 
needed in order to determine the asset value. In the context of sukuk (either asset-based 
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or asset-backed scheme), the asset should exist when the sukuk is leased. In kafalah, the 
profit does not actually emerge. The term “ujrah” (fee) is actually used in this type of 
scheme. 
A panel member mentioned that Islamic finance is an equity authorisation scheme. 
This condition actually depends on the transaction that has been chosen. The nature of 
financing in musharaka and mudaraba transactions is equity; on the other hand, istisna 
and sukuk transactions are considered as debt. In the context of project financing, when 
two parties establish a musharaka or mudaraba agreement, it means that they have 
created equity authorisation. All the parties deserve profit sharing and have to accept the 
share of loss equivalent to the capital share. According to the basic terminology of profit 
sharing, then the party will not accept any return when the project has not yet produced 
any revenue. The loss, on the contrary, can happen at any time and must be treated 
equally by all the parties. When the agreement has reached its end, it can be re-
established or the equity share can be retracted. However, in an infrastructure project, a 
question must be raised about whether the project cash flow has already made it possible 
to return the equity. Otherwise, the SPV must refinance the project.  
When an istisna agreement is established, another agreement must be established 
in order to take over the ownership of the asset. In the nature of project financing, istisna 
cannot then be considered as a project financing scheme. However, the istisna 
transaction can be considered as part of project financing. It is the same in the murabaha 
or musawama context. This correlates with the panel members’ understanding of 
murabaha or musawama, whereby most of the panel members disagreed that the sale 
transaction is the last option of financing. However, in an istisna agreement, the asset 
belongs to the party who provided this financing instrument. Therefore, the SPV has a 
liability to take over the provision of the asset. Then there should be a successor 
agreement in order to take over the asset ownership. Ijara, murabaha or musawama 
agreements can be established to fulfil the SPV liability to take over the asset ownership.  
Therefore, in Islamic project financing, the musharaka, mudaraba and sukuk are 
the actual schemes for infrastructure project financing. Musharaka and mudaraba are 
considered as equity and sukuk is considered as debt. The other schemes (e.g., ijara, 
istisna, kafalah, murabaha and musawama) are considered as supporting finance 
schemes. 
Government is supposed to be responsible for the provision of public 
infrastructures. However, infrastructure project development can be initiated by private 
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sector companies, as seen in the hydropower plant case study. The GOI has broadened 
public infrastructure delivery to include private sector involvement through the provision 
of supporting policies and regulations. In the case of Islamic project financing, several 
laws and regulations have been issued to support Islamic financing and infrastructure 
investment. Although the infrastructure regulations do not specifically mention shariah 
investment, Indonesian law through state sukuk (Law No. 19 of 2008) and Islamic 
banking (Law No. 21 of 2008) can reinforce shariah-compliant investment. In addition, 
Government Regulation No. 56 of 2011 allows infrastructure projects to be funded by 
sukuk, which complements the ability of Islamic finance to penetrate the market. 
However, this government regulation is currently applicable to infrastructure projects 
with government budget funding and is not yet applicable to infrastructure investments 
with project financing schemes. The establishment of regulations on Islamic finance is 
evidence of the government’s strong support for shariah-compliant investment 
opportunities. Therefore, it provides further opportunities for shariah financing schemes 
to be implemented in infrastructure projects through private investment. 
Although there are already some existing regulations related to shariah-compliant 
financing, none of them are related to infrastructure project financing. Nor do regulations 
on infrastructure provision refer to Islamic financing. For example, Law No. 19 of 2008 
only covers Islamic financing in obligation instruments, while other Islamic financial 
instruments such as the murabaha, mudaraba, musharaka or ijara are not covered in the 
law. Meanwhile, Law No. 21 of 2008 only regulates banking sector activities which are 
compliant with shariah principles, while in Islamic project financing, banking is not the 
only institution of financing. There are other financial institutions in infrastructure 
project financing such as multilateral agencies and guarantee agencies that might use 
Islamic financing transactions. Islamic pension funds and insurance schemes are most 
likely to be eligible to invest in infrastructure projects. The same situation occurs in 
infrastructure regulations which do not converge with project financing or Islamic 
financing. Most infrastructure regulations focus on sector development or institutional 
roles. Therefore, it is necessary to improve the policies and regulations regarding 
infrastructure project financing. These policies and regulations can bridge the gap 
between the infrastructure business and Islamic finance investment. 
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6.6. Summary 
At the commencement of this study, a theoretical model was constructed as presented in 
Chapter 2 (Figure 2.4). Throughout the study, the model evolved as presented in Figure 
6.1. It is essential that every stakeholder in infrastructure projects understands the 
Islamic project financing concept. Therefore, the factors identified in the original model 
were integrated and unified in order to support the implementation of Islamic project 
financing in Indonesian infrastructure projects, with the exception of the National 
Shariah Board involvement which remained a separate factor. The involvement of this 
entity is limited to shariah-compliant determination and the issuance of fatwa and 
shariah opinions.  
 
 
Figure 6.1: Revised conceptual model of Islamic project financing in Indonesian 
infrastructure development 
 
The model is interpreted as a Venn diagram which Islamic project financing in 
Indonesian infrastructure development poses as the universe. There are two sets inside 
the universe. The rectangle is the main component set and the ellipse is the supporting 
component set. As a consensus result of the Delphi method, Islamic project financing in 
infrastructure is an asset-based or asset-backed investment scheme. The investment is 
based on risk, profit and loss sharing. The financing scheme prohibits riba, maysir and 
Islamic Project Financing in Indonesian 
Infrastructure Development 
• Asset-based or asset-backed financing 
• Risk, profit and loss sharing 
• Riba, maysir and gharar prohibition 
• Establishment of Islamic finance agreement (wa’ad)                  
and contracts (aqd) 
• Good feasibility study 
• Government support 
• Creditworthiness 
• Financiers’ syndication 
• Co-financing 
The National Shariah 
Board Involvement 
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gharar. As reveal in the case study, it can be generalised that Islamic project financing in 
infrastructure firstly needs to establish an agreement (wa’ad) and supersede by the 
execution of the agreement which is arranged in a contract (aqd). There are some factors 
that can be emphasised and developed as required in the implementation of Islamic 
project financing in the Indonesian infrastructure projects. These factors are a good 
feasibility study to achieve a financially feasible project and the government support in 
Islamic project financing implementation to enhance the project creditworthiness. In 
order to increase financial capability, it is recommended to establish a syndicate of 
several financiers and to establish a co-financing transaction with non-Islamic financial 
institution.        
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CHAPTER 7: CONCLUSIONS 
The aim of this research was to identify the conditions necessary for the implementation 
of Islamic project financing in Indonesian infrastructure projects. The first research 
question asked about the current practices in Islamic finance implementation in 
Indonesian infrastructure projects. The second research question focused on the level of 
understanding of Islamic project financing among Indonesian infrastructure project 
stakeholders. The third research question sought to identify the possible barriers that can 
hinder the implementation of Islamic project financing in Indonesian infrastructure 
development.  
 
Conclusion 
Islamic financing has only been implemented in infrastructure projects in Indonesia in 
the last decade. The use of Islamic finance instruments such as murabaha, musharaka 
and istisna has been integrated into financing infrastructure projects. However, 
murabaha is the most common form of transaction used to develop infrastructure assets. 
In the context of Indonesian infrastructure projects, Islamic banks play the most 
important role in financing infrastructure projects through the use of the shariah scheme.  
Infrastructure project stakeholders in Indonesia have varying degrees of 
understanding of the Islamic project financing concept and its implementation in 
infrastructure projects. However, most of their understanding focuses more on the 
Islamic finance concept and/or the infrastructure project financing concept, rather than 
on the concept of Islamic project financing. As demonstrated in this study, it is important 
that this integrated concept is understood comprehensively by all infrastructure project 
stakeholders. 
There are some possible issues that might hamper the implementation of Islamic 
project financing in infrastructure projects. A lack of understanding of the Islamic 
project financing concept is not the only issue that can obstruct the implementation. A 
resistance to using Islamic finance might also affect the implementation of Islamic 
project financing in infrastructure projects. Investors’ behaviour and characteristics, such 
as a profit-oriented mindset and risk avoidance, might affect the infrastructure 
stakeholders’ preference for using a shariah-compliant scheme. 
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Despite the identified barriers, there are some factors that can be emphasised and 
developed to support the implementation of Islamic project financing in Indonesian 
infrastructure projects. First, the project must be financially feasible. Second, a proper 
risk management study should be conducted in order to achieve a fair proportion of 
profit and loss sharing. Third, government support schemes and procedures should be 
clearly focused on infrastructure project development. In addition, the government 
should have a strong commitment to undertaking infrastructure projects. A tax incentive 
is also needed in order to decrease the costs associated with Islamic financing 
transactions. Lastly, regular training and workshops in Islamic project financing in 
infrastructure should be conducted to improve the knowledge and build the capacity of 
infrastructure project stakeholders. 
 
Contribution 
This research reduces the existing gap in knowledge due to the limited literature on the 
implementation of Islamic project financing in infrastructure. A comparison of the 
concepts of Islamic project financing and Western project financing has been presented 
to highlight the features of Islamic project financing. A theoretical model of Islamic 
project financing in Indonesia has been developed. Based on this study, more related 
journal papers are planned for publication in order to contribute further to the literature.    
This research will make a practical contribution to infrastructure stakeholders 
through the distribution of a summarised report to the panel members involved in the 
Delphi study. Therefore, the model developed in this study can be considered for 
implementation by the infrastructure stakeholders.  
 
Recommendation 
There are a number of limitations related to the scope and design of this research. The 
study was restricted by time and cost limitations. This research only covered the 
structure of Islamic project financing in infrastructure projects. Further investigation 
needs to be conducted in areas such as risk sharing management, derivative transactions 
in Islamic project financing, the calculation of projected cash flow, and market research 
into Islamic finance resources. These factors are strongly correlated with Islamic project 
financing implementation. Islamic project financing would be more attractive to 
infrastructure stakeholders if they have a strong understanding of the whole scheme of 
Islamic project finance. Islamic project financing is not just another option of project 
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financing; rather, it offers additional value from the perspective of infrastructure 
stakeholders. Additional case study projects involving different Islamic finance 
instruments, such as sukuk, would reveal further evidence of the current status of Islamic 
finance implementation. Finally, a greater variety of stakeholders among the research 
participants would give a broader coverage of experience and opinions than was possible 
in this study. 
For practical recommendation, more researches to address some challenges in 
Islamic project financing implementation for Indonesia infrastructure development are 
needed. These researches will cover more on investigating Islamic financial institution 
capability to finance infrastructure projects. More elaboration of Islamic and Western 
financiers’ responsibility, as well as stakeholders’ relationship, is needed in the context 
of co-financing. Furthermore, seminar and training should be conducted to enlighten 
Indonesian infrastructure project stakeholders’ knowledge in Islamic project financing 
and to increase their awareness of Islamic financing instruments. Therefore, more 
Islamic investment instruments, such as musharaka and mudaraba, are more utilised in 
infrastructure development.    
This research has led to the realisation that Islamic project financing can be 
implemented in all sectors, in both public and private sector domains, and across Muslim 
and non-Muslim communities. It has contributed a better understanding of the scope and 
significance of the Islamic project financing concept, which is a topic often subject to a 
range of assumptions and misinformation. By exploring the conditions necessary for the 
broader implementation of Islamic project financing in Indonesian infrastructure 
projects, it is hoped that this research makes a practical and theoretical contribution to a 
growing sphere of economic activity. 
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APPENDIX 1 – Delphi Round 1 
Correspondence 
INVITATION LETTER 
Dear [Participant's Name], 
My name is Ayomi Dita Rarasati. I am a PhD candidate at the School of Urban Development, Faculty of Built 
Environment & Engineering, Queensland University of Technology. I am working on my doctoral thesis entitled 
“Islamic Project Financing Framework to Accelerate Infrastructure Provision in Indonesia”. The aim of the 
research is to develop a framework to guide the implementation of Islamic project financing in Indonesian 
infrastructure sector.  
This study aims to develop a framework to guide the adoption of Islamic project financing scheme for 
infrastructure provision in Indonesia. Specifically, it will identify the enablers and barriers in the implementation 
of Islamic project financing for infrastructure development. This framework can guide investors to tap on the idle 
fund from Islamic tranche for their infrastructure investment. With more funding available, it is anticipated that 
infrastructure development in Indonesia can be accelerated to support its growth. 
It is my pleasure and honour to invite you to be a member of the Delphi Panel for this research study in view of 
your notable knowledge and distinguished work in this field. The task of the Delphi Panel members is to discuss 
and evaluate a proposed comprehensive implementation model of Islamic project financing in Indonesian 
infrastructure project. The Delphi Method uses anonymous comments to aggregate knowledge and understanding 
of Panel Members on the topic. Individual contributions are then shared anonymously with the whole group.  
Participation in this research is voluntary. It is expected that this study provide useful input for infrastructure 
project stakeholders, national shariah board members and scholars to establish Islamic project financing model in 
Indonesia.  
As a panellist, you will be asked to respond by providing your expert opinion during three rounds of survey 
questions. During the first round, you will be asked to respond to a list of questions through a face-to-face 
interview. The response of these initial questions will be used to develop the proposed framework and questions 
for Delphi second round.    
During the second round, you will be asked for further comments on the proposed framework. You will be asked 
to rate your responses on a Likert-type scale. The researcher will then assembles, calculate responses for each 
question and adjust the proposed model.  
During the third round, you will be provided with the group response calculated from the Likert-type scale. You 
will be given the opportunity to revise your response if your previous answers varied from the group’s answers. 
Alternatively, you will be asked to provide a rationale for your answers. This rationale will provide researcher 
with information regarding why an expert’s response differs from the majority of the group. The final comments 
will be requested for finalising the framework. 
If you are interested in participating in this research, please read the enclosed Participant Information Sheet and if 
you accept this invitation to participate, please complete the enclosed Consent Form and send it back to me. 
Please note that your anonymity will be preserved and any data gathered will remain confidential.  
Yours sincerely, 
Ayomi Dita Rarasati  
Enclosed:  
(1) Interview’s Topic Questions. 
(2) Participant Information for QUT Research Project. 
(3) Consent Form for QUT Research Project. 
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RESEARCH INFORMATION 
 
RESEARCH TEAM   
Principal Researcher: Ayomi Dita Rarasati, PhD Candidate, Faculty of BEE, QUT 
Associate Researcher: A/Prof. Bambang Trigunarsyah, Faculty of BEE, QUT (Principal Supervisor) 
Dr. Eric Too, Faculty of BEE, QUT   (Associate Supervisor) 
DESCRIPTION 
This project is being undertaken as part of a PhD research for Ayomi Dita Rarasati. The purpose of this project is 
to develop a framework to guide the implementation of Islamic project financing in Indonesian infrastructure 
sector. This research attempts to comprehensively discover all the aspects influenced in Islamic project financing 
implementation. It will not only determine the factors but also the relationship amongst those. The study will also 
investigate the understanding of project stakeholders in Islamic financing concept and explore the understanding 
of shariah board members in infrastructure project businesses. 
 
A qualitative approach using Delphi method in data collection process is used to develop this framework. Delphi 
method is conducted in order to find conformity and consensus amongst panel members for the proposed 
framework. In this research, there will be three rounds in the Delphi process. The first round is to develop the 
model, the second round is to evaluate the model, and the final round is to finalise the model. In Delphi round 
one, in-depth interview will be conducted in order to gather and explore the complexity of information to develop 
the proposed framework and to sharpen and detail questionnaires for Delphi round two. The interview process 
will be recorded therefore it can be transcribed and analyse. In Delphi round two and round three, the panel 
members are asked to rate their answers on a Likert-type scale, a scale to specify level of agreement or 
disagreement for a statement, and provide their rationale when there are minority different responses. The final 
comments will be requested for finalising the framework. 
 
You are invited to participate in this project because your knowledge, experiences and skills are needed in this 
research.  
 
PARTICIPATION 
Your participation in this project is entirely voluntary. If you do agree to participate, you can withdraw from the project 
without comment or penalty. If you withdraw, on request any identifiable information already obtained from you will be 
destroyed. Your decision to participate, or not participate, will in no way impact upon your current or future relationship 
with QUT or with any other parties.  
 
In Delphi round one, your participation will involve a face-to-face audio recorded interview at an agreeable 
location to you and will take approximately 1.5 hours of your time. The questions will cover:   
1. Enablers and barriers of Islamic project financing implementation in Indonesian infrastructure projects. 
2. How the barriers can be solved or managed. 
3. Infrastructure project stakeholders’ understanding on Islamic finance. 
4. Shariah board members’ understanding and involvement in infrastructure projects.  
 
In Delphi round two and round three, your participation will involve completing an online/email questionnaire 
with Likert-scale answers that will take approximately 30 minutes of your time. The questions will cover:  
1. Factors that influence Islamic project financing implementation in Indonesian infrastructure projects. 
2. Proposed framework adjustment in Islamic project financing implementation. 
 
EXPECTED BENEFITS 
It is expected that this project will not directly benefit you, however you might be interested in the findings. This 
research also provides useful input for infrastructure project stakeholders, national shariah board members and 
scholars to establish Islamic project financing model in Indonesia.  
 
RISKS 
There are no risks beyond normal day-to-day living associated with your participation in this project. 
 
PRIVACY AND CONFIDENTIALITY 
All comments and responses are potentially re-identifiable but will be treated confidentially and will not be disposed to 
any other parties but the researchers. Any data collected as part of this project will be stored securely as per QUT’s 
Management of research data policy. 
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Any information obtained in connection with this project that can identify you will remain confidential. It will only be 
disclosed with your permission, subject to legal requirements. We plan to publically present and publish the results of 
this research. However, information will only be provided in a form that does not identify you. 
 
The project involves audio recordings. The audio recording will be destroyed five years after the end of the project and 
will not be used for any other purpose. Only research team can have access to the audio recording. 
 
CONSENT TO PARTICIPATE 
Once you understand what the project is about, and if you agree to participate, we ask that you sign the Consent Form 
(enclosed) to confirm your agreement to participate. 
 
QUESTIONS / FURTHER INFORMATION ABOUT THE PROJECT 
If have any questions or require any further information about the project please contact one of the research team 
members below. 
Ayomi Dita Rarasati – Researcher A/Prof. Bambang Trigunarsyah – Principal Supervisor 
School of Urban Development  
Faculty of Built Environment & Engineering 
School of Urban Development  
Faculty of Built Environment & Engineering 
+61 430992433    +61 7 31388303    
ayomi.rarasati@student.qut.edu.au bambang.trigunarsyah@qut.edu.au 
  
Dr. Eric Too – Associate Supervisor  
School of Urban Development  
Faculty of Built Environment & Engineering  
+61 7 31389257     
e.too@qut.edu.au  
 
CONCERNS / COMPLAINTS REGARDING THE CONDUCT OF THE PROJECT 
QUT is committed to research integrity and the ethical conduct of research projects.  However, if you do have any 
concerns or complaints about the ethical conduct of the project you may contact the QUT Research Ethics Unit on +61 
7 3138 5123 or email ethicscontact@qut.edu.au. The QUT Research Ethics Unit is not connected with the research 
project and can facilitate a resolution to your concern in an impartial manner. 
 
Thank you for helping with this research project.  Please keep this sheet for your information. 
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CONSENT FORM 
 
RESEARCH TEAM CONTACTS  
Ayomi Dita Rarasati – Researcher A/Prof. Bambang Trigunarsyah – Principal Supervisor 
School of Urban Development  
Faculty of Built Environment & Engineering 
School of Urban Development  
Faculty of Built Environment & Engineering 
+61 430992433    +61 7 31388303    
ayomi.rarasati@student.qut.edu.au bambang.trigunarsyah@qut.edu.au 
  
Dr. Eric Too – Associate Supervisor  
School of Urban Development  
Faculty of Built Environment & Engineering  
+61 7 31389257     
e.too@qut.edu.au  
STATEMENT OF CONSENT 
By signing below, you are indicating that you: 
• have read and understood the information document regarding this project 
• have had any questions answered to your satisfaction 
• understand that if you have any additional questions you can contact the research team 
• understand that you are free to withdraw at any time, without comment or penalty 
• understand that you can contact the Research Ethics Unit on +61 7 3138 5123 or email 
ethicscontact@qut.edu.au if you have concerns about the ethical conduct of the project 
• understand that the project will include audio recording 
• agree to participate in the project 
 
 
Name  
Signature  
Date   
 
 
Please return this sheet to the investigator. 
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APPENDIX 2 – Delphi Round 1 Result 
PART 1 
Stakeholders’ understanding of Islamic project financing in Indonesian 
infrastructure projects 
 
A. Summary 
Panel members AA BA, 
CA 
DA, 
MC 
EA FA GA HA IA JA KB LB NC OC PC QC RC n 
1 Shariah-compliant 
infrastructure projects 
√         √   √  √  4 
2  Shariah-compliant 
financing scheme 
√                1 
3  Basic principle of Islamic 
finance 
   √ √ √    √   √ √   6 
4  Concept of Islamic 
financing scheme 
 √      √    √  √ √  5 
5  Concept of infrastructure 
project financing 
√ √ √  √ √   √   √    √ 8 
6  Concept of Islamic 
project financing in 
infrastructure 
 √ √ √        √ √ √ √  7 
7  Source of Islamic project 
finance in infrastructure 
  √ √     √  √  √    5 
8  Opinion on other 
stakeholders’ 
understanding of Islamic 
financing, infrastructure 
project financing or 
Islamic project financing 
in infrastructure 
     √ √    √      3 
 
B. Formulated Meaning 
Formulated Meaning Panel Theme 
PPP project in Indonesia is shariah-compliant because it is based on regulation 
and determined by sector, contracting agency and partnership 
AA 1 
Project financing scheme must consist of equity and debt AA 5 
Guarantee transaction by IIGF is shariah-compliant AA 2 
In Islamic financing, one aqd is only used for one transaction BA, CA 4 
In Islamic financing, one fatwa is only used for one project and every project 
must have a fatwa 
BA, CA 4 
In conventional loan financing, investor does not concern with the project and 
more concern on principal and interest return payment on schedule. In 
musharaka, investor is involved in the project  
BA, CA 6 
Sponsor provides equity and investor (bank) provides loan (debt)  BA, CA 5 
In musharaka, all parties involved in the project company. In mudaraba, 
investors only provide fund.  
BA, CA 6 
Currently, SBSN is not used for PPP project DA, MC 6 
It is expected that SBSN return can be obtained from income generating project  DA, MC 6 
The current resources of SBSN’s return is from government budget DA, MC 6 
SBSN is expected to be used for state-owned enterprise infrastructure projects 
within two-step loan process.  
DA, MC 6 
SBSN is expected to be used as a stimulant (part of government shared) for PPP 
projects  
DA, MC 7 
There are two-step loan financing process and partly financing scheme for PPP 
projects  
DA, MC 5 
The key stakeholders of infrastructure project financing are project sponsors, NC 5 
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Formulated Meaning Panel Theme 
lenders and an operator 
Islamic financing is an equity authorisation NC 4 
Islamic financing requires a premium upfront payment to secure the finance  NC 4 
Sukuk must have a clear underlying asset  NC 4 
In sukuk, is it acceptable to use cash flow as underlying asset? NC 4 
In PPP projects, sukuk is used as indirect financing (two-step financing process) NC 6 
Islamic financing scheme consists of direct lending and sukuk  EA 7 
Riba is prohibited in Islamic financing  EA 3 
Islamic financing and conventional financing have similar principles, but different 
language 
EA 6 
Is it acceptable in Islamic financing to receive funds from World bank (non-
shariah finance)?  
EA 7 
Shariah-based and shariah-compliant terminologies are different. The use of 
shariah-compliant is more suitable than shariah-based.  
PC 3 
Infrastructure project involves many legal subjects and massive fund upfront. 
Therefore the aqd is no longer single.  
PC 4 
Aqd is needed for a company establishment. PC 4 
Ijtihad is needed to determine the most suitable aqd PC 3 
One aqd is used for every party involved in SPV PC 4 
Shariah-compliant must cover product and process PC 4 
No destruction and no descending moral are the additional criteria for shariah-
compliant project 
PC 4 
Bai aqd is used in power plant project and ijarah aqd is used in toll road project PC 6 
Risk is always occurred in every aqd and the risk must be understood by all 
parties. 
PC 4 
In infrastructure projects, there is no single model of aqd 
 
The model of the aqd is developed based on infrastructure sector 
PC 4 
 
6 
In shariah-compliant, riba is prohibited and the aqd must be clear with profit and 
loss sharing determination. 
 
Islamic financing can be implemented in PPP projects 
FA 3 
The project must be financially feasible. FA 5 
In Islamic financing, riba is prohibited; the business object should be shariah-
compliant; and have a big aim to develop Islamic economic 
GA 3 
SPV is needed in infrastructure project financing GA 5 
In Islamic financing, maysir and gharar are prohibited GA 3 
Ministry officers and government agencies officers must know Islamic financing 
concept. 
GA 8 
Loss sharing concept in Islamic financing is an advantage in Islamic financing. GA 3 
Islamic financing is a new concept in Indonesia especially for infrastructure 
projects and only few people have a deep understanding on it. 
HA 8 
Shariah scheme prohibits interest OC 3 
Islamic financing requires a premium payment upfront. OC 6 
Based on the nature, infrastructure project is considered as shariah-compliant OC 1 
As a working capital, sukuk is considered as a bridging finance OC 7 
Aqd in infrastructure project financing depends on infrastructure characteristics 
and aim. 
QC 6 
Different aqd is used for different purpose QC 4 
Islamic financing is not a single mode of financing QC 4 
Based on environment and resources aspects, infrastructure project is considered 
as shariah-compliant. 
QC 1 
Guarantee is not needed when the social capital is high. QC 4 
Interest is prohibited in Islamic financing and Islamic financing is based on profit 
sharing. 
KB 3 
Water supply infrastructure project is considered as shariah-compliant. KB 1 
SPV is established after the main company is already won the tender. RC 5 
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Formulated Meaning Panel Theme 
Equity is the most important factor to finance infrastructure project. RC 5 
Equity – bank – obligation – IPO is the financing process in infrastructure project. RC 5 
Bank or financier institutions do not well understand about infrastructure 
business. 
LB 8 
The source of Islamic finance for infrastructure project can be from bank and 
non-bank institution. 
LB 7 
Many bankers do not understand infrastructure project financing moreover with 
shariah scheme. 
LB 8 
Bankers do not well understand of Islamic project financing LB 8 
Islamic bank is not only considering shariah-compliant factor but also risk and 
return factor. 
IA 4 
The income/rate in Islamic bank is determined after the bank earns income. IA 4 
In electricity sector, project financing is implemented in IPP projects. JA 5 
Financier institutions can be from international bank or Islamic bank. JA 7 
The source of finance in IPP projects can be from anywhere. JA 7 
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PART 2 
Enablers of Islamic project financing implementation in Indonesian infrastructure 
projects 
 
A. Summary 
Panel members AA BA, 
CA 
DA, 
MC 
EA FA GA HA IA JA KB LB NC OC PC QC RC n 
1 The Government of 
Indonesia has put 
efforts on Islamic 
project financing 
implementation 
√ √ √  √       √     5 
2  There are potential 
investors who would 
like to invest in 
infrastructure projects 
√ √  √ √    √   √    √ 7 
3  Co-financing can be 
used in Islamic project 
financing 
 √   √            2 
4  There is a good 
opportunity to 
implement Islamic 
financing in 
infrastructure projects 
  √ √ √  √      √    5 
5  There is an advantage 
of using Islamic 
financing 
     √ √    √  √    4 
 
B. Formulated Meaning 
Formulated Meaning Panel Theme 
The GOI has discussed the possibility of Islamic project financing 
implementation for infrastructure project. 
AA 1 
There are potential Islamic finance investors from Malaysia and Middle East 
countries. 
AA 2 
Islamic finance investors from Malaysia and Middle East countries have already 
explored the potential investment in Indonesian infrastructure projects. 
AA 2 
Islamic finance investors have observed Indonesian infrastructure project 
readiness with Islamic financing. 
AA 2 
The GOI has discussed the possibility of Islamic project financing 
implementation for infrastructure project. 
BA, CA 1 
The GOI is planning to implement Islamic financing in one of PPP infrastructure 
project. 
BA, CA 1 
The GOI expects that potential Islamic finance can be attracted in PPP 
infrastructure projects. 
BA, CA 2 
There is a possibility to use co-financing in the RMU scheme. BA, CA 3 
There is a potential finance from domestic Islamic bank in infrastructure projects BA, CA 2 
The RMU had established some options of aqd to be used in infrastructure 
projects.  
BA, CA 1 
Domestic Islamic banks are fully support infrastructure projects.  BA, CA 2 
The GOI has established some regulations on Islamic financing DA, MC 1 
The GOI expects that state sukuk can be successful. DA, MC 4 
The GOI makes efforts to attract Middle East investors NC 1 
A lesson learned from neighbourhood countries can be withdrawn for Islamic 
finance 
NC 4 
There are potential Islamic finance investors from Middle East countries. EA 2 
Although in Indonesia the Islamic finance is relatively late to be implemented, 
there is a possibility to use Islamic financing scheme in Indonesian infrastructure 
projects, because Indonesia is the largest Muslim population in the world. 
EA 4 
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Formulated Meaning Panel Theme 
There is a potential fund from domestic Islamic bank for infrastructure projects EA 2 
There is an opportunity to implement Islamic project financing in Indonesia 
because Indonesia has big prospect and demand in infrastructure. 
EA 4 
Islamic banks should keep people trust and increase the performance to increase 
fund resources 
EA 4 
There is a potential of non-Islamic finance investors in Islamic financing PC 2 
The GOI’s act on Islamic financing in infrastructure project from domestic, 
international and state sukuk.  
FA 1 
The presence of potential Islamic finance investors from Middle East countries or 
Islamic economic-based countries 
FA 2 
There is a potential to tap Islamic fund FA 2 
There is a possibility to use co-financing FA 3 
A possible cooperation between Islamic finance investors and Indonesian finance 
companies 
FA 3 
There is a possibility utilisation of state sukuk in Indonesian infrastructure 
projects 
FA 4 
Islamic financing has more advantage than conventional financing in term of 
community ownership 
GA 5 
Islamic financing has more advantage than conventional financing in term of risk 
sharing 
GA 5 
Islamic financing has more advantage than conventional financing in term of 
culture acceptance and intention of avoiding riba 
OC 5 
Islamic financing has been progressively developed around the world OC 5 
There is a potential domestic investor of Islamic finance RC 2 
Islamic finance is expected to fill the risk sharing gap LB 5 
Combination of Islamic culture and Islamic finance competitiveness can create 
higher potency of Islamic project financing 
HA 5 
There is an opportunity to implement Islamic project financing in Indonesia 
because the scheme is relatively new for Indonesia 
HA 4 
The presence of potential Islamic finance investors from Middle East countries JA 2 
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PART 3 
Barriers to Islamic project financing implementation in Indonesian infrastructure 
 
A. Summary 
Panel members AA BA, 
CA 
DA, 
MC 
EA FA GA HA IA JA KB LB NC OC PC QC RC n 
1 Understanding of 
Islamic finance 
transaction 
√ √ √ √  √ √ √     √  √  9 
2 Knowledge transfer    √ √ √ √      √    5 
3  Implementation of 
Islamic finance 
transaction 
  √   √           2 
4  Financing scheme and 
process 
 √ √ √ √   √       √  6 
5  Stakeholder 
relationships 
√   √   √     √ √  √  6 
6  Government policies 
and regulations 
√  √ √   √   √     √ √ 7 
7  Project preparation and 
readiness 
√  √ √ √ √    √  √     7 
8  Financial institution 
capability 
√ √   √  √ √    √ √ √  √ 9 
9  Opportunity to use 
shariah scheme in 
infrastructure project 
financing 
  √    √          2 
10  Government support, 
guarantee and 
commitment 
  √ √ √  √   √  √   √  7 
11  Understanding of 
infrastructure project 
financing 
   √  √ √     √    √ 5 
12  Institution role    √   √     √    √ 4 
13  Refinancing                √ 1 
14  Source of financing       √ √     √   √ 4 
15  Mismatch in the duration 
between Islamic finance 
transaction maturity and 
infrastructure project 
financing need 
  √ √   √ √     √ √  √ 7 
16  Syndication       √ √     √    3 
17  Co-financing    √   √      √    3 
18  Profit-oriented mindset  √      √      √   3 
19  Currency mismatch                √ 1 
20  Resistance to accepting 
concept of Islamic 
finance 
              √  1 
21  Taxation issues     √   √    √     3 
22  Investor behaviour and 
characteristics 
  √ √    √ √  √ √ √ √  √ 9 
23  Asset issues        √    √     2 
24  Cost of Islamic finance        √    √ √    3 
 
APPENDIX 2 
125 
B. Formulated Meaning 
Formulated Meaning Panel Theme 
Different interpretation of Islamic finance transaction in shariah board institution  AA 1 
Only Allah can guarantee everything (shariah scholar’s opinion of kafalah) BA, CA 1 
Limited finance or economic knowledge in shariah scholars BA, CA 1 
Investor understanding of project based sukuk DA, MC 1 
Investor understanding of state sukuk DA, MC 1 
The need of translator terminology from conventional finance to Islamic bank 
(Language barrier) 
EA 1 
The use of Arabic language in Islamic finance (Language barrier) EA 1 
Different consensus of fatwa (Interpretation of Islamic finance transaction) GA 1 
Stakeholders’ limited understanding of Islamic project financing HA 1 
The need to improve Islamic finance knowledge in Indonesian infrastructure 
project financing 
HA 1 
Depositor’s limited understanding of Islamic banking transaction IA 1 
People’s limited understanding of Islamic finance IA 1 
Stakeholders’ limited understanding of Islamic finance  OC 1 
The complex of Islamic finance OC 1 
Islamic finance cost more than conventional finance OC 1 
People’s limited perception of Islamic banking QC 1 
The complicated transactions should be not a problem when it is well known (The 
complex of Islamic finance transaction) 
QC 1 
Islamic finance education at school EA 2 
Role of Islamic leader to educate people (Islamic finance education) EA 2 
Knowledge transfer from other countries experience EA 2 
Knowledge transfer from conventional bank to Islamic bank EA 2 
The need of knowledge transfer for ministries and government institution about 
Islamic finance in infrastructure projects financing in Indonesia 
EA 2 
The need of institution to transfer knowledge of infrastructure projects financing 
in Indonesia 
FA 2 
The need of knowledge transfer for the National Shariah Board about 
infrastructure projects financing in Indonesia 
GA 2 
The need of knowledge transfer for government and industry (construction or 
banking) about Islamic finance in infrastructure projects financing in Indonesia 
HA 2 
Islamic finance learning process in infrastructure projects financing OC 2 
Low market demand of state sukuk DA, MC 3 
Different implementation of Islamic finance in every country GA 3 
The need of clear system in Islamic project financing BA, CA 4 
Fatwa issuance and shariah-compliant project process BA, CA 4 
State sukuk project based  requirements DA, MC 4 
The complex of PPP projects process DA, MC 4 
The need of investment process knowledge for Islamic financiers  EA 4 
Project preparation is proper, clear process in guarantee, the process is transparent 
and accountable, the institutional project provider has good reputation, and the 
bidding committee has strong commitment and willingness (the expected system 
and process) 
FA 4 
The expected duration of infrastructure projects financial closure FA 4 
Consideration of choosing Islamic finance transactions IA 4 
Risk and return consideration of Islamic finance transaction IA 4 
Clear system of Islamic project financing QC 4 
Good relationship and communication with investors AA 5 
Limited access to Islamic financiers AA 5 
Build trustworthy relationship with Middle East investors EA 5 
Understanding Islamic investors’ culture EA 5 
Build communication with Islamic investors EA 5 
Minor influence of Islamic finance community in government policy HA 5 
APPENDIX 2 
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Formulated Meaning Panel Theme 
Good relationship and communication with stakeholders NC 5 
Government approach to infrastructure projects’ investors NC 5 
Type of investors suggestion OC 5 
Investment security QC 5 
Build trustworthy business QC 5 
Regulation readiness AA 6 
Regulations harmonisation DA, MC 6 
Regulations are not solid DA, MC 6 
Limited regulation in Islamic finance EA 6 
Limited regulation in Islamic finance EA 6 
Regulation to protect mismatch duration between Islamic finance transaction 
maturity and infrastructure projects financing need 
HA 6 
Islamic finance regulation existence KB 6 
Fatwa and regulations harmonisation QC 6 
Islamic banking regulation existence RC 6 
Project readiness AA 7 
Project preparation AA 7 
Project readiness DA, MC 7 
Project preparation DA, MC 7 
Short list infrastructure projects priority DA, MC 7 
Feasible project DA, MC 7 
Project readiness EA 7 
Project preparation FA 7 
Project requirement GA 7 
Project preparation GA 7 
Infrastructure projects priority KB 7 
Project readiness NC 7 
Project preparation NC 7 
Infrastructure projects priority list NC 7 
Financial feasible project NC 7 
Limited number of Islamic financier co-guarantor AA 8 
Financial institution capability BA, CA 8 
Limited financial capability of state sukuk to finance infrastructure projects DA, MC 8 
Limited financial capability of special purpose vehicle to finance infrastructure 
projects 
FA 8 
Financial capability of special purpose vehicle to finance infrastructure projects FA 8 
Limited community of Islamic finance HA 8 
Limited financial capability of Islamic bank to finance infrastructure projects HA 8 
Limited financial capability to finance infrastructure projects HA 8 
Limited financial capability of Islamic bank to finance infrastructure projects IA 8 
Limited financial capability of Islamic fund to finance infrastructure projects NC 8 
Limited financial capability of special purpose vehicle to finance infrastructure 
projects 
NC 8 
Capability of state-owned enterprise to operate infrastructure projects in 
Indonesia 
NC 8 
Limited number of infrastructure projects operator in Indonesia NC 8 
Limited financial capability to finance infrastructure projects OC 8 
Limited financial capability of Islamic bank to finance infrastructure projects PC 8 
Limited financial capability of Islamic bank to finance infrastructure projects RC 8 
Opportunity of using state sukuk to finance income generating projects DA, MC 9 
Islamic finance challenge in infrastructure projects financing in Indonesia HA 9 
Government participation in income generating projects DA, MC 10 
The need of government support and government guarantee DA, MC 10 
Government commitment in infrastructure projects EA 10 
The need of government guarantee EA 10 
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Formulated Meaning Panel Theme 
Government participation in infrastructure projects financing through financier 
institution 
EA 10 
The process of government support FA 10 
The need of government guarantee and government support FA 10 
Clear government guarantee process FA 10 
Government commitment and willingness in infrastructure projects  FA 10 
Tax incentive in infrastructure projects as part of government support FA 10 
Incentives to manage PPP infrastructure projects HA 10 
Government willingness in infrastructure projects HA 10 
Government support KB 10 
The need of government guarantee and government support KB 10 
The model of government guarantee KB 10 
Government support will increase private sector participation NC 10 
Government commitment in infrastructure projects  NC 10 
Sense of infrastructure projects ownership in all government level NC 10 
The need of indicator to measure project success NC 10 
Focus infrastructure projects development NC 10 
The need of government guarantee and government support NC 10 
Simple government guarantee process NC 10 
Government support to Islamic finance institution QC 10 
Government willingness in infrastructure projects QC 10 
Bankers understanding of infrastructure projects investment in Indonesia EA 11 
National Shariah Board understanding of infrastructure projects financing in 
Indonesia 
GA 11 
Bankers understanding of infrastructure projects financing in Indonesia HA 11 
Stakeholders understanding of infrastructure projects financing in Indonesia HA 11 
Investors understanding of Indonesian infrastructure projects investment 
condition 
NC 11 
Lenders understanding of infrastructure projects financing in Indonesia NC 11 
Investor understanding of infrastructure projects financing in Indonesia NC 11 
Less well-known of water sector infrastructure projects in Indonesia RC 11 
The role of the National Shariah Board EA 12 
Shariah fund subsidiary EA 12 
The need of champion institution to handle PPP infrastructure projects HA 12 
The need of champion institution to Islamic finance in infrastructure projects 
financing 
HA 12 
Infrastructure projects stakeholders composition NC 12 
Semi trustee NC 12 
Trustee NC 12 
Institution which handle infrastructure projects NC 12 
Main infrastructure projects stakeholder NC 12 
The need of champion institution to handle Islamic finance RC 12 
Involvement of financiers as shareholders RC 12 
The use of refinancing concept RC 13 
Limitation of using pension fund and insurance for infrastructure projects 
financing 
HA 14 
Pension fund and obligation as the source of fund IA 14 
Source of infrastructure projects financing OC 14 
Obligation issuance RC 14 
Bank is the most source of finance RC 14 
Short term maturity of state sukuk DA, MC 15 
Mismatch duration between Islamic finance transaction maturity and 
infrastructure projects financing need 
EA 15 
Mismatch duration between Islamic finance transaction maturity and 
infrastructure projects financing need 
HA 15 
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Formulated Meaning Panel Theme 
The possibility of infrastructure bank establishment HA 15 
Mismatch duration between Islamic finance transaction maturity and 
infrastructure projects financing need 
IA 15 
Mismatch duration between Islamic finance transaction maturity and 
infrastructure projects financing need 
OC 15 
Mismatch duration between Islamic finance transaction maturity and 
infrastructure projects financing need 
PC 15 
Mismatch duration between Islamic finance transaction maturity and 
infrastructure projects financing need 
RC 15 
Bank syndication HA 16 
Bank syndication IA 16 
Bank syndication OC 16 
Co-financing EA 17 
Co-financing HA 17 
Co-financing OC 17 
Bankers mindset of receiving return first BA, CA 18 
Depositor mindset of receiving return only IA 18 
Investor mindset of receiving return only IA 18 
Businessman mindset of receiving profit only PC 18 
Investor mindset of receiving return as soon as possible PC 18 
Currency mismatch RC 19 
Islamic banking persistence QC 20 
Tax incentive in Islamic finance transactions FA 21 
Tax incentive in Islamic finance transactions IA 21 
Taxation issue NC 21 
State sukuk is not the first option DA, MC 22 
Expected return of state sukuk DA, MC 22 
Investors choose projects EA 22 
Investors prefer to finance projects through financial institution (SMI) EA 22 
Middle East investors characteristic EA 22 
Islamic investors preference of infrastructure projects EA 22 
Shariah transaction preference IA 22 
Short term infrastructure projects preference IA 22 
Murabaha transaction preference IA 22 
Businessman preference of project selection JA 22 
Banks prefer to finance high reputable companies LB 22 
Middle East investors characteristic NC 22 
Indirect investment form Islamic investors NC 22 
Middle East investors preference of project selection OC 22 
Murabaha transaction preference PC 22 
Islamic bank interest in infrastructure projects RC 22 
Middle East investors prefer to finance real sector RC 22 
Asset ownership IA 23 
Asset issue in Islamic finance IA 23 
Asset issue in Islamic finance NC 23 
Higher cost of Islamic finance IA 24 
Higher cost of Islamic finance NC 24 
Higher cost of Islamic finance OC 24 
Cost of finance OC 24 
Cost of Islamic finance OC 24 
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PART 4 
National Shariah Board members’ understanding of infrastructure project 
business 
 
A. Summary    
Panel members AA BA, 
CA 
DA, 
MC 
EA FA GA HA IA JA KB LB NC OC PC QC RC n 
1 The National Shariah 
Board focuses more 
on the Islamic 
jurisprudence (fiqh) 
context 
 √      √         2 
2  Many shariah 
scholars do not have a 
finance or economics 
background 
 √               1 
3  The National Shariah 
Board does not really 
understand 
infrastructure 
business 
√   √  √  √     √    5 
4  There is a need for 
knowledge transfer 
on infrastructure 
project business to 
National Shariah 
Board 
    √ √        √   3 
5  The National Shariah 
Board must 
understand 
infrastructure project 
business 
    √  √      √ √ √  4 
 
B. Formulated Meaning 
Formulated Meaning Panel Theme 
National Shariah Board is still learning infrastructure projects business AA 3 
National Shariah Board is more concern in fiqh context rather than financial 
content 
BA, CA 1 
A lot of shariah scholars do not have finance or economics background BA, CA 2 
National Shariah Board does not really understand infrastructure projects business EA 3 
The need of knowledge transfer on infrastructure projects business to National 
Shariah Board (based on the characteristic of non-shariah concept) 
PC 4 
National Shariah Board must understand infrastructure projects business (the 
nature of infrastructure business) 
PC 5 
National Shariah Board must understand infrastructure projects business 
(characteristic of long term projects) 
FA 5 
National Shariah Board must understand infrastructure project business 
(characteristic by sector, long term, business entity procurement, infrastructure 
projects risks) 
FA 5 
The need of knowledge transfer and capacity building on infrastructure projects 
business to National Shariah Board 
FA 4 
The need of knowledge transfer of infrastructure projects business to national 
shariah board. 
GA 4 
National Shariah Board does not really understand infrastructure projects business GA 3 
The need of knowledge transfer and capacity building on infrastructure projects 
business to National Shariah Board (infrastructure need, benefit and urgency of 
private involvement in infrastructure projects) 
GA 4 
National Shariah Board must understand infrastructure project business 
(infrastructure projects nature and characteristic) 
OC 5 
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Formulated Meaning Panel Theme 
National Shariah Board must understand infrastructure project business (huge 
capital is needed in infrastructure projects business) 
OC 5 
National Shariah Board does not really understand infrastructure projects business OC 3 
National Shariah Board must understand infrastructure projects business QC 5 
National Shariah Board does not really understand infrastructure projects business IA 3 
National Shariah Board only understand fiqh on shariah-compliant IA 1 
National Shariah Board must understand infrastructure projects business HA 5 
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PART 5 
National Shariah Board involvement in Islamic project financing implementation 
in Indonesian infrastructure development 
 
A. Summary  
Panel members AA BA, 
CA 
DA, 
MC 
EA FA GA HA IA JA KB LB NC OC PC QC RC n 
1 The National Shariah 
Board’s assessment of 
Islamic financial 
transactions is based on 
conventional financial 
concepts or 
stakeholders’ 
explanations 
√ √ √     √         4 
2  The National Shariah 
Board issues the fatwa, 
the shariah opinions, 
and any certifications on 
any Islamic financing 
transactions or any 
projects which are 
associated with Islamic 
financing 
√ √ √            √  4 
3  The National Shariah 
Board does not have to 
be deeply involved in 
Islamic project financing 
in Indonesian 
infrastructure projects 
    √  √ √     √    4 
4  The National Shariah 
Board should have a 
significant role in Islamic 
project financing in 
Indonesian 
infrastructure projects 
 √  √  √     √  √  √  6 
5  The National Shariah 
Board acts like a 
shariah-compliance 
consultant 
√   √             2 
6  Regarding the 
infrastructure project 
phases, the National 
Shariah Board is partly 
involved in the whole 
process 
     √       √    2 
7  If needed, the National 
Shariah Board can 
establish a new working 
group for infrastructure 
projects 
             √   1 
 
B. Formulated Meaning 
Formulated Meaning Panel Theme 
National Shariah Board determines Islamic financing transaction based on the 
conventional financing 
AA 1 
National Shariah Board issues certification on Islamic financing transaction AA 2 
National Shariah Board acts like shariah-compliant consultant AA 5 
National Shariah Board issues fatwa on shariah-compliant for infrastructure 
project 
BA, CA 2 
National Shariah Board provides a fatwa for each project BA, CA 2 
National Shariah Board determines Islamic financing transaction based on the 
conventional financing 
BA, CA 1 
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Formulated Meaning Panel Theme 
National Shariah Board should considerably involve in infrastructure projects BA, CA 4 
National Shariah Board issues fatwa and shariah opinion on shariah financing 
instrument 
DA, MC 2 
National Shariah Board issues fatwa and shariah opinion for state sukuk issuance DA, MC 2 
Fatwa from a legal body is needed to issue state sukuk DA, MC 2 
National Shariah Board reviews the project to issue shariah opinion based on 
project list, project location, transaction documents and legal documents 
DA, MC 1 
National Shariah Board should bridge the GOI and Islamic investors  EA 4 
National Shariah Board can give suggestion to the GOI on Islamic financing EA 5 
National Shariah Board does not have to deeply involves in infrastructure projects FA 3 
National Shariah Board is a key stakeholder in Islamic financing because fatwa 
policy can be changed due to board members' turnover 
GA 4 
National Shariah Board is a key stakeholder in Islamic system GA 4 
National Shariah Board only involves until infrastructure financing transaction is  
established 
GA 6 
National Shariah Board does not have to deeply involves in infrastructure projects HA 3 
National Shariah Board determines Islamic banking transaction based on bankers' 
explanation 
IA 1 
National Shariah Board does not really involve in banking sector, only if bankers 
need approval from the board 
IA 3 
National Shariah Board should directly involve in infrastructure project LB 4 
National Shariah Board does not have to be involved in operational level but 
should further engage with the project rather than only stating a project is 
shariah-compliant. 
OC 6 
National Shariah Board should be involved in the initiation process (investment 
feasibility study) 
OC 4 
National Shariah Board is compulsory in Islamic financing but is not compulsory 
in infrastructure business.  
OC 3 
National Shariah Board acts like shariah-compliant consultant PC 5 
The possibility to established a new working group for infrastructure projects in 
National Shariah Board 
PC 7 
National Shariah Board should involve in every business that relates to shariah 
transaction 
QC 4 
Every institution should get National Shariah Board's endorsement, thus the board 
involvement in infrastructure project  
QC 4 
In Indonesia, the presence of National Shariah Board creates shariah endorsement 
uniformity 
QC 4 
In every shariah instrument, there should be National Shariah Board's 
endorsement 
QC 2 
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PART 6 
Influence of Indonesian culture in Islamic project financing implementation 
 
A. Summary        
Panel members AA BA, 
CA 
DA, 
MC 
EA FA GA HA IA JA KB LB NC OC PC QC RC n 
1 Culture can positively 
influence the Islamic 
finance implementation 
 √   √  √      √    4 
2  Culture indirectly 
influences the Islamic 
finance implementation 
   √             1 
3  Culture does not 
influence the Islamic 
finance implementation 
         √       1 
4  There is a resistance of 
Islamic finance 
implementation 
 √    √ √ √      √ √  6 
5  Islamic finance 
implementation is not 
the Indonesian people’s 
priority 
     √       √    2 
6  Moral and religious 
values need to be 
added to society in order 
to implement Islamic 
finance 
            √    1 
7  Behaviour influences 
Islamic finance 
implementation 
       √ √  √      3 
 
B. Formulated Meaning 
Formulated Meaning Panel Theme 
Indonesian people think that shariah scheme is more acceptable BA, CA 1 
It is better not to give the 'Islamic' label BA, CA 4 
Culture is indirectly affect Islamic financing implementation in infrastructure EA 2 
It is better not to claim that Islamic financing is better than conventional financing PC 4 
It is believed that in some regions, community acceptance on Islamic financing 
for infrastructure is easier 
FA 1 
Indonesian people think that Islamic financing is not a first priority GA 5 
Most of Indonesian Muslims are inferior with Islam, act western and pluralist GA 4 
Culture can affect the implementation of Islamic project financing in 
infrastructure, however, the society should have been built 
HA 1 
Government is resistant to change HA 4 
Culture is a positive influence in Islamic financing (a trend) OC 1 
Culture is a positive influence in Islamic financing (a selling point in some areas) OC 1 
The mindset of adding morale and religious values to choose Islamic financing OC 6 
Islamic financing is not priority OC 5 
The mindset of adding morale and religious values to choose Islamic financing OC 6 
Indonesian people think that Islamic banking is an Islamic product and it is 
considered as religious and private domain. Thus it should not be mixed with 
public domain 
QC 4 
Culture does not influence investors' behaviour because investors see business 
easiness. 
KB 3 
The banker’s behaviour in decision making LB 7 
Culture is influencing bank's depositors behaviour IA 7 
It is difficult to change bank's customer mindset to choose Islamic banking IA 4 
Culture is influencing investors' behaviour in decision making JA 7 
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APPENDIX 3 – Delphi Round 2 
Correspondence and Result 
EMAIL COVER LETTER 
 
Dear [Participant's Name], 
Thank you for your participation in my research. It has been a while since our last discussion and your 
explanations were really enlightening and very valuable in my study.  
 
As it has been explained in the first invitation, the following questionnaire survey is developed based on literature 
review and discussion with several panels. You are asked to rate your responses on a Likert-type scale and giving 
any comments, if any, regarding the statement(s) in the questionnaire.   
 
The questionnaire for this round is attached in this email and it should take no more than 30 minutes of your time 
to complete the questionnaire.  
 
I really appreciate having the completed questionnaire by [date]. If you have any questions, please do not hesitate 
to contact me at +61430992433 or email ayomi.rarasati@student.qut.edu.au.  
 
I am also hoping that you are able to participate in all rounds of my Delphi questionnaire survey.  
 
Again, thank you for your time, help and cooperation that you have given to this research. 
  
Yours sincerely, 
Ayomi Dita Rarasati 
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THE QUESTIONNAIRE 
 
Glossary 
Aqd : A contract based on Islamic law 
Fatwa : A legal opinion/decree based on Islamic law 
Ijara : A hiring or renting of an asset to gain benefit of its usufruct 
Istisna : An order to produce a specific asset 
Kafalah : A guarantee scheme given by insurer to a third party in order to fulfil 
obligation of second party 
Mudaraba : Cooperation between two parties which the first party gave 100% equity to 
the second party as the executor and only profit will be shared based on 
agreement 
Murabaha : Mark-up sale which both parties (seller and buyer) know the cost price  
Musawama : Mark-up sale without knowing the precise cost price 
Musharaka : Partnership or joint venture which two or more parties share equity in an 
agreement that profit and losses will be shared together  
Shariah opinion : Shariah compliant statement 
SPC : Special Purpose Company 
Sukuk : Islamic investment certificate or bond 
 
 
 
Guideline to complete the questionnaire 
For each statement below, please choose a category that shows how much you agree to by 
clicking the relevant level of agreement. If you have any comments regarding the statement(s) in 
each group, please free to write in the comments’ space. Do not forget to save your work 
regularly. Thank you. 
 
Abbreviations for level of agreement: 
 SA  : Strongly agree 
 A  : Agree 
 NS  : Not sure 
 D  : Disagree 
 SD  : Strongly disagree 
 
 
PART 1
Stakeholders' knowledge on Islamic project financing in infrastructure project 
  
Part 1 aims to get conformity among infrastructure stakeholders on Islamic project financing 
knowledge. 
 
No Statement Level of Agreement 
1 Islamic project financing in infrastructure is:  
a. an asset-based or asset-backed investment scheme SA   A   NS   D   SD 
b. an investment through a special purpose company (SPC) SA   A   NS   D   SD 
c. an investment based on risk, profit and loss sharing  SA   A   NS   D   SD 
d. used to provide infrastructure that generates income SA   A   NS   D   SD 
e. based on Islamic law (shariah) that forbid interest (riba), 
gambling (maysir), and excessive risk (gharar) SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 1: 
Risk management should be conducted properly in Islamic project financing. Therefore,  
2 a fair proportion of profit loss sharing can be achieved.  SA   A   NS   D   SD 
3 it can avoid: 
a. gambling (maysir) SA   A   NS   D   SD 
b. excessive risk (gharar) SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 2 - 3: 
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No Statement Level of Agreement 
An infrastructure project is a project with massive up front cost and long term return without revenue 
during construction. Therefore,   
4 during construction, there should be a grace period in which 
investors do not to receive profit SA   A   NS   D   SD 
5 Islamic finance is possible to finance a long yield period 
project. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 4 - 5: 
There are several sources to finance infrastructure development with Islamic project financing. 
Therefore,  
6 an Islamic banking is not the only source of financing. SA   A   NS   D   SD 
7 non-Islamic financiers can also finance the project as long as 
the contract (aqd) is shariah-compliant. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 6 - 7: 
8 As long as infrastructure projects are generating revenue and financially feasible, Islamic 
project financing can be used to finance them in different levels of public sector projects as 
well as in private sectors such as in: 
a. central government SA   A   NS   D   SD 
b. local government SA   A   NS   D   SD 
c. state owned enterprises SA   A   NS   D   SD 
d. private company SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 8: 
9 In Islamic project financing for infrastructure, the type of transactions depends on:  
a. the aim of transaction SA   A   NS   D   SD 
b. the characteristics of the infrastructure SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 9: 
10 It is important for infrastructure project stakeholders to have a good understanding and 
knowledge of: 
a. the infrastructure project business. SA   A   NS   D   SD 
b. Islamic financing. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 10: 
 
 
 
Islamic project financing process in infrastructure project 
PART 2 
Part 2 aims to get conformity on scheme and process of Islamic project financing implementation in 
infrastructure. There are five categories in this part which are about infrastructure project’s 
requirements, type of financing, asset, financiers’ syndication and co-financing. 
 
No Statement Level of Agreement 
A Infrastructure projects can be financed using Islamic financing when they meet the 
following requirements: 
11 The project must be ready for offer. SA   A   NS   D   SD 
12 The project must be financially feasible. SA   A   NS   D   SD 
13 The project must already be considered as a priority project. SA   A   NS   D   SD 
14 The project should have shariah-compliance endorsement 
(fatwa and shariah opinion) from the National Shariah Board. SA   A   NS   D   SD 
15 The project evaluation should be conducted regularly to 
maintain shariah-compliance. SA   A   NS   D   SD 
16 The land acquisition process, if needed, has been completed. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 11 - 16: 
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No Statement Level of Agreement 
B Type of Islamic financing in infrastructure projects 
17 Islamic project financing in infrastructure consist of:  
a. equity financing SA   A   NS   D   SD 
b. debt financing SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 17: 
Musharaka and Mudaraba 
18 The following financing instrument is considered as equity financing in Islamic project 
financing: 
a. musharaka. SA   A   NS   D   SD 
b. mudaraba. SA   A   NS   D   SD 
19 The equity financing’s return is based on profit sharing 
agreement in advance which is gained from the business 
running the infrastructure in the operations and maintenance 
phase. 
SA   A   NS   D   SD 
20 In musharaka, both investors and SPC will bear financial 
losses based on contributions. SA   A   NS   D   SD 
21 In mudaraba, only investors are bearing financial losses 
unless the losses occur due to mismanagement or negligence 
of the SPC. 
SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 18 - 21: 
Istisna and Ijara 
22 The following financing instrument is considered as debt financing in Islamic project financing: 
a. istisna. SA   A   NS   D   SD 
b. ijara. SA   A   NS   D   SD 
23 Istisna is used to construct a whole infrastructure or part of 
infrastructure. SA   A   NS   D   SD 
24 The return on istisna return is based on the mark-up 
agreement in advance. SA   A   NS   D   SD 
25 The return on ijara is based on infrastructure's rental 
utilisation agreement in advance which is gained from 
operations and maintenance phase. 
SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 22 - 25: 
Sukuk 
26 Sukuk can be considered as either equity or debt financing. SA   A   NS   D   SD 
27 Sukuk is an equity financing instrument if musharaka or 
mudaraba includes in the transaction structure. SA   A   NS   D   SD 
28 Sukuk is a debt financing instrument if istisna or ijara includes 
in the transaction structure. SA   A   NS   D   SD 
29 The sukuk return scheme is based on the transaction structure. SA   A   NS   D   SD 
30 It is possible to finance new infrastructure with sukuk. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 26 - 30: 
Kafalah 
31 Kafalah in infrastructure Islamic financing is needed to 
mitigate risk. SA   A   NS   D   SD 
32 Kafalah is shariah-compliant because the process is based on 
asset and optimum risk allocation. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 31 - 32: 
Murabaha and Musawama 
33 Murabaha and musawama are:       
a. not considered to be mode of financing. SA   A   NS   D   SD 
b. considered to be sale transaction. SA   A   NS   D   SD 
34 However, murabaha and musawama transaction are SA   A   NS   D   SD 
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No Statement Level of Agreement 
considered as debt transactions if the payment is on deferred 
basis. 
35 The sale transaction in Islamic project financing is the last 
option of financing when other financing schemes cannot be 
conducted. 
SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 33 - 35: 
C Asset utilisation      
36 During construction phase, land can be used as 
collateral/underlying asset in Islamic project financing. SA   A   NS   D   SD 
37 During the operations and maintenance phase, both land and 
the built infrastructure can be used as collateral/underlying 
asset in Islamic project financing. 
SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 36 - 37: 
D Financiers’ syndication      
38 If one Islamic financial institution cannot fully finance a 
whole infrastructure project then it is possible to establish a 
syndicate among several Islamic financiers. 
SA   A   NS   D   SD 
39 If one Islamic transaction cannot fully finance a whole 
infrastructure project then it is encouraged to create several 
transactions. 
SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 38 - 39: 
E Co-financing      
40 If Islamic financier syndication cannot fully finance a whole 
infrastructure then it is possible to form a collaboration with 
non-Islamic financiers. 
SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 40: 
 
 
 
Supporting legal, regulation and institution 
PART 3 
Part 3 aims to get conformity on supporting legal, regulation and institution regarding the 
implementation of Islamic project financing in infrastructure.  
 
No Statement Level of Agreement 
41 Current laws and regulations relate to Islamic project 
financing in infrastructure need to be improved. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 41: 
The contract (aqd) in Islamic financing is unique and limited only to one legal subject. However, 
several transactions in Islamic project financing for infrastructure might occurs in one contract. 
Therefore, 
42 to decrease cost of financing in Islamic financing transaction,  
a. tax treatments should be distinguished  SA   A   NS   D   SD 
b. there should be tax incentives SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 43: 
To improve knowledge and capacity building among infrastructure stakeholders regarding Islamic 
project financing in infrastructure knowledge, 
43 regular training and workshops on Islamic project financing in 
infrastructure should be conducted. SA   A   NS   D   SD 
44 there should be an institution that responsible for the 
improvement. SA   A   NS   D   SD 
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No Statement Level of Agreement 
Please type your comments here                     
Comments for statement 43 - 44: 
The National Shariah Board involvement is needed in Islamic project financing for infrastructure 
projects. Therefore, 
45 the National Shariah Board needs to have a solid and 
consistent perception on Islamic project financing for 
infrastructure projects when issuing fatwa. 
SA   A   NS   D   SD 
46 the National Shariah Board involvement should not only be 
involved in the shariah compliance assessment but should 
also be involved in the project investment feasibility. 
SA   A   NS   D   SD 
47 if needed, a new working group in the National Shariah Board 
shall be established to focus on infrastructure. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 45 - 47: 
48 It is encouraged to use long-term fund such as: 
a. insurance funds SA   A   NS   D   SD 
b. hajj endowment funds SA   A   NS   D   SD 
c. pension funds SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 48: 
Government support and commitment of infrastructure project development are needed. Therefore, 
49 in all level, government should have strong commitment to 
undertake infrastructure project. SA   A   NS   D   SD 
50 a. the support scheme should be clear. SA   A   NS   D   SD 
b. the support procedure should be clear. SA   A   NS   D   SD 
Please type your comments here                     
Comments for statement 49 - 50: 
 
 
 
Contact details 
PART 4 
 
Panel’s Name : Please type here 
Institution : Please type here 
Position : Please type here 
Area of expertise : Please type here 
Experience : Please type here   years 
Qualification :  Bachelor     Master        PhD 
 
 
 
Thank you for taking time to complete this survey. 
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RESULTS’ TABULATION 
State-
ment Mode (%) Median IQR Agreement 
Uncer-
tainty Disagreement Decision 
1a SA (53%) SA A-SA 88% 0% 12% Consensus Agreement 
1b A (35%) A NS-A 59% 24% 18% Consensus Agreement 
1c SA (63%) SA A-SA 94% 6% 0% Consensus Agreement 
1d A (41%) A NS-SA 71% 12% 18% Consensus Agreement 
1e SA (88%) SA SA-SA 94% 6% 0% Consensus Agreement 
2 SA (47%) 
A (47%) 
A A-SA 94% 0% 6% Consensus Agreement 
3a SA (53%) SA A-SA 94% 6% 0% Consensus Agreement 
3b A (53%) A A-SA 100% 0% 0% Consensus Agreement 
4 SA (41%) A NS-SA 53% 23.5% 23.5% Continue to Round 3 
5 SA (53%) SA A-SA 82% 6% 12% Consensus Agreement 
6 SA (59%) SA A-SA 94% 6% 0% Consensus Agreement 
7 SA (41%) A NS-SA 71% 12% 18% Consensus Agreement 
8a SA (59%) SA A-SA 100% 0% 0% Consensus Agreement 
8b SA (53%) SA A-SA 100% 0% 0% Consensus Agreement 
8c SA (53%) SA A-SA 100% 0% 0% Consensus Agreement 
8d A (53%) A A-SA 94% 6% 0% Consensus Agreement 
9a SA (47%) A A-SA 88% 12% 0% Consensus Agreement 
9b SA (47%) A A-SA 88% 6% 6% Consensus Agreement 
10a SA (71%) SA A-SA 100% 0% 0% Consensus Agreement 
10b SA (65%) SA A-SA 100% 0% 0% Consensus Agreement 
11 A (47%) A A-SA 88% 6% 6% Consensus Agreement 
12 SA (59%) SA A-SA 76% 12% 12% Consensus Agreement 
13 A (35%) A NS-SA 65% 12% 24% Consensus Agreement 
14 SA (35%) 
A (35%)  
A NS-SA 71% 24% 6% Consensus Agreement 
15 A (65%) A A-A 88% 6% 6% Consensus Agreement 
16 SA (35%) 
A (35%) 
A NS-SA 71% 18% 12% Consensus Agreement 
17a SA (53%) SA A-SA 100% 0% 0% Consensus Agreement 
17b SA (53%) SA A-SA 100% 0% 0% Consensus Agreement 
18a SA (59%) SA A-SA 94% 6% 0% Consensus Agreement 
18b A (53%) A A-SA 94% 6% 0% Consensus Agreement 
19 SA (59%) SA A-SA 94% 0% 6% Consensus Agreement 
20 A (65%) A A-SA 94% 0% 6% Consensus Agreement 
21 A (59%) A A-A 76% 12% 12% Consensus Agreement 
22a SA (41%) A NS-SA 71% 18% 12% Consensus Agreement 
22b SA (35%) A NS-SA 65% 29% 6% Consensus Agreement 
23 A (65%) A A-A 88% 12% 0% Consensus Agreement 
24 A (41%) A NS-A 65% 24% 12% Consensus Agreement 
25 A (65%) A A-SA 94% 0% 6% Consensus Agreement 
26 SA (41%) 
A (41%) 
A A-SA 82% 6% 12% Consensus Agreement 
27 A (59%) A A-A 76% 12% 12% Consensus Agreement 
28 A (69%) A A-A 81% 13% 6% Consensus Agreement 
29 A (75%) A A 100% 0% 0% Consensus Agreement 
30 A (56%) A A-SA 94% 6% 0% Consensus Agreement 
31 A (65%) A A-SA 100% 0% 0% Consensus Agreement 
32 A (59%) A A-SA 94% 6% 0% Consensus Agreement 
33a NS (35%) A NS-A 53% 35% 12% Continue to Round 3 
33b A (65%) A A-A 76% 18% 6% Consensus Agreement 
34 A (47%) A NS-A 65% 29% 6% Consensus Agreement 
35 NS (41%) NS D-A 29% 41% 29% Continue to Round 3 
36 A (47%) A A-SA 82% 12% 6% Consensus Agreement 
37 A (53%) A A-SA 94% 0% 6% Consensus Agreement 
38 SA (76%) SA SA-SA 100% 0% 0% Consensus Agreement 
39 A (56%) A A 75% 12.5% 12.5% Consensus Agreement 
40 A (35%) A NS-A 59% 18% 24% Consensus Agreement 
41 A (65%) A A-SA 100% 0% 0% Consensus Agreement 
42a A (47%) A A-SA 88% 6% 6% Consensus Agreement 
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State-
ment Mode (%) Median IQR Agreement 
Uncer-
tainty Disagreement Decision 
42b SA (41%) A NS-SA 71% 6% 24% Consensus Agreement 
43 SA (82%) SA SA-SA 100% 0% 0% Consensus Agreement 
44 A (53%) A A-SA 100% 0% 0% Consensus Agreement 
45 SA (65%) SA A-SA 94% 6% 0% Consensus Agreement 
46 D (35%) NS D-A 41% 18% 41% Continue to Round 3 
47 A (44%) A A-SA 81% 13% 6% Consensus Agreement 
48a A (65%) A A-SA 94% 6% 0% Consensus Agreement 
48b A (47%) A NS-A 65% 12% 23% Consensus Agreement 
48c A (65%) A A-SA 94% 0% 6% Consensus Agreement 
49 SA (82%) SA SA-SA 100% 0% 0% Consensus Agreement 
50a SA (71%) SA A-SA 100% 0% 0% Consensus Agreement 
50b SA (65%) SA A-SA 100% 0% 0% Consensus Agreement 
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APPENDIX 4 – Delphi Round 3 
Correspondence 
EMAIL COVER LETTER 
Dear [Participant's Name], 
Thank you very much for your help in my research study therefore we finally have completed Delphi Round 2 
Questionnaire.  
  
I really appreciate your continued help with this research. I understand how valuable your time is therefore 
this Delphi Round 3 Questionnaire will take much less time than the previous one. There are only 4 statements 
that you only need to respond and it will take approximately 5 minutes of your time. This round requires your 
carefully consideration of your responses in the Delphi Round 2 Questionnaire with other panel members. The 
objective of this round is to consider and confirm, or to reconsider and change your Delphi Round 2 
Questionnaire answers.  
  
A summary of your responses of Delphi Round 2 Questionnaire are included at the last part of the questionnaire. 
You will see percentage of each statement which denotes the responses made in Delphi Round 2 Questionnaire. 
Agreement is showing panels’ level of agreements that either strongly agree or agree with the statement. 
Uncertainty is showing panels’ level of agreements that reported being not sure. Disagreement is showing panels’ 
level of agreements that either disagree or strongly disagree with the statement. 
  
I really appreciate having the completed questionnaire by [date]. If you have any questions, please do not hesitate 
to contact me at +61430992433 or email ayomi.rarasati@student.qut.edu.au. 
  
Once again, thank you for your support in this research study. Your individual role is really invaluable.  
  
Sincerely, 
Ayomi Dita Rarasati 
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THE QUESTIONNAIRE 
 
Panel’s Name :  
Institution :  
 
 
 
GLOSSARY 
Aqd : A contract based on Islamic law 
Fatwa : A legal opinion/decree based on Islamic law 
Ijara : A hiring or renting of an asset to gain benefit of its usufruct 
Istisna : An order to produce a specific asset 
Kafalah : A guarantee scheme given by insurer to a third party in order to fulfil 
obligation of second party 
Mudaraba : Cooperation between two parties which the first party gave 100% equity to 
the second party as the executor and only profit will be shared based on 
agreement 
Murabaha : Mark-up sale which both parties (seller and buyer) know the cost price  
Musawama : Mark-up sale without knowing the precise cost price 
Musharaka : Partnership or joint venture which two or more parties share equity in an 
agreement that profit and losses will be shared together  
Shariah opinion : Shariah compliant statement 
SPC : Special Purpose Company 
Sukuk : Islamic investment certificate or bond 
 
 
 
EXPLANATION TO COMPLETE THE QUESTIONNAIRE 
There are two parts of this questionnaire. Part 1 is the part that you have to respond. You have to 
choose one of level of statement given in “your current response” row. If you have any comment 
regarding your current response, please free to write in the comments’ space. Part 2 is the information 
of Delphi Round 2 Questionnaire result and you do not have to respond at this part.  
 
Agreement is showing panels’ level of agreements that either strongly agree or agree with the 
statement. Uncertainty is showing panels’ level of agreements that reported being not sure. 
Disagreement is showing panels’ level of agreements that either disagree or strongly disagree with 
the statement. 
 
Do not forget to save your work. Thank you. 
 
Please go to Page 2 to start giving responses in Part 1. 
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PART 1 
There are four statements in this part that you need to consider and confirm or to reconsider and 
change from your previous round responses in appraising of the responses provided by other panels. 
The statement that you need to respond is presented in a thick box concurrently with the Likert scale 
percentage received from Delphi Round 2 Questionnaire.  
An infrastructure project is a project with massive up-front 
cost and long term return without revenue during 
construction. Therefore, 
Agreement Uncer-tainty Disagreement 
4. during construction, there should be a grace period in 
which investors do not to receive profit. 53% 24% 24% 
Your previous response:  
Your current response: Strongly Agree   Agree   Not Sure   Disagree   Strongly Disagree 
Comment:                                                                                                  
 
Murabaha and Musawama Agreement Uncer-tainty Disagreement 
33. a. Murabaha and musawama are not considered to be 
mode of financing. 53% 35% 12% 
Your previous response:  
Your current response: Strongly Agree   Agree   Not Sure   Disagree   Strongly Disagree 
Comment:                                                                                                  
 
Murabaha and Musawama Agreement Uncer-tainty Disagreement 
35. The sale transaction in Islamic project financing is the 
last option of financing when other financing schemes 
cannot be conducted. 
29.4% 41.2% 29.4% 
Your previous response:  
Your current response: Strongly Agree   Agree   Not Sure   Disagree   Strongly Disagree 
Comment:                                                                                                  
 
The National Shariah Board involvement is needed in 
Islamic project financing for infrastructure projects. 
Therefore, 
Agreement Uncer-tainty Disagreement 
46. the National Shariah Board involvement should not only 
be involved in the shariah compliance assessment but 
should also be involved in the project investment 
feasibility. 
41% 18% 41% 
Your previous response:  
Your current response: Strongly Agree   Agree   Not Sure   Disagree   Strongly Disagree 
Comment:                                                                                                  
 
This is the end of Part 1. If you want to know further about Delphi Round 2 Questionnaire’s 
result, then you can continue to Part 2. Thank you.    
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PART 2 
This part is only showing the result of Delphi Questionnaire Round 2. These statements beneath have 
been considered reach a consensus based on three considerations. First consideration is the percentage 
of agreement, not sure or disagreement is already more than 70%. Second, the percentage of 
agreement, not sure or disagreement is between 55%-70% and median is equal to mode. Third 
consideration is the percentage of agreement, not sure or disagreement is between 55%-70% and 
median is not equal mode; nevertheless the mean and standard deviation’s value are nearly the same. 
Therefore, you do not have to respond for this part. You can see your individual response and the 
Likert scale percentage received from all panels for each statement underneath. 
1. Islamic project financing in infrastructure is: 
a. an asset-based or asset-backed 
investment scheme. 
Your response:  
Agreement: 88%  Uncertainty: 0%   Disagreement: 12% 
b. an investment through a special purpose 
company (SPC). 
Your response:  
Agreement: 59% Uncertainty: 24%  Disagreement: 18% 
c. an investment based on risk, profit and 
loss sharing. 
Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
d. used to provide infrastructure that 
generates income. 
Your response:  
Agreement: 71% Uncertainty: 12%  Disagreement: 17% 
e. based on Islamic law (shariah) that 
forbid interest (riba), gambling 
(maysir), and excessive risk (gharar). 
Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
 
Risk management should be conducted properly in Islamic project financing. Therefore, 
2. a fair proportion of profit loss sharing 
can be achieved. 
Your response:  
Agreement: 94%   Uncertainty: 0%   Disagreement: 6% 
3. it can avoid:        
a. gambling (maysir) Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
b. excessive risk Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
 
An infrastructure project is a project with massive up front cost and long term return without 
revenue during construction. Therefore, 
5. Islamic finance is possible to finance a 
long yield period project.  
Your response:  
Agreement: 82%  Uncertainty: 6%   Disagreement: 12% 
 
There are several sources to finance infrastructure development with Islamic project financing. 
Therefore, 
6. an Islamic banking is not the only 
source of financing. 
Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
7. non-Islamic financiers can also finance 
the project as long as the contract (aqd) 
is shariah-compliant. 
Your response:  
Agreement: 71% Uncertainty: 12%  Disagreement: 17% 
 
  
APPENDIX 4 
 147 
 
8. As long as infrastructure projects are generating revenue and financially feasible, Islamic project 
financing can be used to finance them in different levels of public sector projects as well as in 
private sectors such as in: 
a. central government Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
b. local government Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
c. state owned enterprises Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
d. private company Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
 
9. In Islamic project financing for infrastructure, the type of transaction depends on: 
a. the aim of transaction Your response:  
Agreement: 88%  Uncertainty: 12%   Disagreement: 0% 
b. the characteristics of the infrastructure Your response:  
Agreement: 88%   Uncertainty: 6%   Disagreement: 6% 
 
10. It is important for infrastructure project stakeholders to have a good understanding and 
knowledge on: 
a. the infrastructure project business. Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
b. Islamic financing. Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
 
Infrastructure projects can be financed using Islamic financing when they meet the following 
requirements: 
11. The project must be ready for offer. Your response:  
Agreement: 88%   Uncertainty: 6%   Disagreement: 6% 
12. The project must be financially 
feasible. 
Your response:  
Agreement: 76% Uncertainty: 12%  Disagreement: 12% 
13. The project must already be 
considered as a priority project. 
Your response:  
Agreement: 65% Uncertainty: 12%  Disagreement: 23% 
14. The project should have shariah-
compliance endorsement (fatwa and 
shariah opinion) from the National 
Shariah Board. 
Your response:  
Agreement: 71%  Uncertainty: 23%   Disagreement: 6% 
15. The project evaluation should be 
conducted regularly to maintain 
shariah-compliance. 
Your response:  
Agreement: 88%   Uncertainty: 6%   Disagreement: 6% 
16. The land acquisition process, if 
needed, has been completed. 
Your response:  
Agreement: 71% Uncertainty: 17%  Disagreement: 12% 
 
17. Islamic project financing in infrastructure consist of: 
a. equity financing. Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
b. debt financing. Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
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Musharaka and Mudaraba 
18. The following financing instrument is 
considered as equity financing in 
Islamic project financing: 
      
a. musharaka Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
b. mudaraba Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
19. The equity financing’s return is based 
on profit sharing agreement in 
advance which is gained from the 
business running the infrastructure in 
the operations and maintenance 
phase. 
Your response:  
Agreement: 94%   Uncertainty: 0%   Disagreement: 6% 
20. In musharaka, both investors and 
SPC will bear financial losses based 
on contributions. 
Your response:  
Agreement: 94%   Uncertainty: 0%   Disagreement: 6% 
21. In mudaraba, only investors are 
bearing financial losses unless the 
losses occur due to mismanagement 
or negligence of SPC. 
Your response:  
Agreement: 76% Uncertainty: 12%  Disagreement: 12% 
 
Istisna and Ijara 
22. The following financing instrument is 
considered as debt financing in 
Islamic project financing: 
      
a. istisna. Your response:  
Agreement: 71% Uncertainty: 17%  Disagreement: 12% 
b. ijara. Your response:  
Agreement: 94%   Uncertainty: 0%   Disagreement: 6% 
23. Istisna is used to construct a whole 
infrastructure or part of infrastructure. 
Your response:  
Agreement: 65%  Uncertainty: 29%   Disagreement: 6% 
24. The return on istisna return is based 
on the mark-up agreement in 
advance. 
Your response:  
Agreement: 88%  Uncertainty: 12%   Disagreement: 0% 
25. The return on ijara is based on 
infrastructure's rental utilisation 
agreement in advance which is gained 
from operations and maintenance 
phase. 
Your response:  
Agreement: 94%   Uncertainty: 0%   Disagreement: 6% 
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Sukuk 
26. Sukuk can be considered as either 
equity or debt financing. 
Your response:  
Agreement: 82%  Uncertainty: 6%   Disagreement: 12% 
27. Sukuk is an equity financing 
instrument if musharaka or mudaraba 
includes in the transaction structure. 
Your response:  
Agreement: 76% Uncertainty: 12%  Disagreement: 12% 
28. Sukuk is a debt financing instrument 
if istisna or ijara includes in the 
transaction structure. 
Your response:  
Agreement: 81%  Uncertainty: 12%   Disagreement: 6% 
29. The sukuk return scheme is based on 
the transaction structure. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
30. It is possible to finance new 
infrastructure with sukuk. 
Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
 
Kafalah 
31. Kafalah in infrastructure Islamic 
financing is needed to mitigate risk. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
32. Kafalah is shariah-compliant because 
the process is based on asset and 
optimum risk allocation. 
Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
 
Murabaha and Musawama 
33. b. Murabaha and musawama are 
considered to be sale transaction. 
Your response:  
Agreement: 76%  Uncertainty: 18%   Disagreement: 6% 
34. However, murabaha and musawama 
transaction are considered as debt 
transactions if the payment is on 
deferred basis. 
Your response:  
Agreement: 65%  Uncertainty: 29%   Disagreement: 6% 
 
Asset utilisation 
36. During construction phase, land can 
be used as collateral/underlying asset 
in Islamic project financing. 
Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
37. During the operations and 
maintenance phase, both land and the 
built infrastructure can be used as 
collateral/underlying asset in Islamic 
project financing. 
Your response:  
Agreement: 94%   Uncertainty: 0%   Disagreement: 6% 
 
Financiers’ syndication 
38. If one Islamic financial institution 
cannot fully finance a whole 
infrastructure project then it is 
possible to establish a syndicate 
among several Islamic financiers. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
39. If one Islamic transaction cannot fully 
finance a whole infrastructure project 
then it is encouraged to create several 
transactions. 
Your response:  
Agreement: 75% Uncertainty: 13%  Disagreement: 12% 
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Co-financing 
40. If Islamic financier syndication 
cannot fully finance a whole 
infrastructure then it is possible to 
form a collaboration with non-Islamic 
financiers. 
Your response:  
Agreement: 59% Uncertainty: 18%  Disagreement: 23% 
 
41. Current laws and regulations relate to 
Islamic project financing in 
infrastructure need to be improved. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
 
42. The contract (aqd) in Islamic financing is unique and limited only to one legal subject. 
However, several transactions in Islamic project financing for infrastructure might occurs in one 
contract. Therefore, to decrease cost of financing in Islamic financing transaction, 
a. tax treatments should be distinguished. Your response:  
Agreement: 88%   Uncertainty: 6%   Disagreement: 6% 
b. there should be tax incentives. Your response:  
Agreement: 71%  Uncertainty: 6%   Disagreement: 23% 
 
To improve knowledge and capacity building among infrastructure stakeholders regarding Islamic 
project financing in infrastructure knowledge, 
43. regular training and workshops on 
Islamic project financing in 
infrastructure should be conducted. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
44. there should be an institution that 
responsible for the improvement. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
 
The National Shariah Board involvement is needed in Islamic project financing for infrastructure 
projects. Therefore, 
45. the National Shariah Board needs to 
have a solid and consistent perception 
on Islamic project financing for 
infrastructure projects when issuing 
fatwa. 
Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
47. if needed, a new working group in the 
National Shariah Board shall be 
established to focus on infrastructure. 
Your response:  
Agreement: 81%   Uncertainty: 3%   Disagreement: 6% 
 
48. It is encouraged to use long-term fund such as: 
a. insurance funds. Your response:  
Agreement: 94%   Uncertainty: 6%   Disagreement: 0% 
b. hajj endowment funds. Your response:  
Agreement: 65% Uncertainty: 12%  Disagreement: 24% 
c. pension funds. Your response:  
Agreement: 94%   Uncertainty: 0%   Disagreement: 6% 
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Government support and commitment on infrastructure project development are needed. Therefore, 
49. in all level, government should have 
strong commitment to undertake 
infrastructure project. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
50. a. the support scheme should be 
clear. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
 b. the support procedure should be 
clear. 
Your response:  
Agreement: 100%  Uncertainty: 0%   Disagreement: 0% 
 
 
 
Thank you for taking time to complete this survey. 
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